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Financial sustainability – NDRRA and QRA Implementation 
 

FNQROC has expressed a number of concerns in the following two documents over the past two 
years: 

 “Natural Disaster Recovery Relief Assistance Process Concerns – November 2011” and  

 “FNQROC Submission on the NDRRA Guidelines and State Implementation – August 2012”.   
 
Improvements have been achieved over the last 12 months; however there is room for more 
improvements to the efficiency of the NDRRA process and value for money to all levels of 
government through introducing our proposed initiatives.  Granted, the QRA is working with councils 
individually to resolve site specific issues, it does not resolve, or assist with work on the deeper 
fundamental issues.  This has caused a significant hidden cost burden to councils (administrative, 
technical experience, time delays, interest and delayed renewal due to funds being allocated to 
these hidden costs) not to mention overall costs to both the Federal and State Governments in 
assisting in the delivery of these projects.  Again, while improvements have been made, there still 
remains a number of issues unresolved with regard to the QRA’s or its staff’s interpretation of the 
guidelines.   
 
More frustrating for councils is the continual blame game between QRA and the Federal 
Government.  There are a number of case study examples of this occurring throughout the region 
further delaying the completion of works.   
 
On top of the trigger points, and by way of example post Cyclone Yasi, Tasha and Anthony (2010/11 
monsoon season), councils faced the following additional costs which impacted on their ability to 
deliver services to the community. 
 
Emergent works (over and above the one off grant funding which was appreciated): 

Cassowary Coast Regional Council - $1.74 million 

Cook Shire Council - $505,000  

Etheridge Shire Council - $140,037, and  

Hinchinbrook Shire Council - $33,306 
 
Councils have also faced losses associated with reduced interest revenue due to councils cash flow 
being utilised. One small council was down $522,000, which is primarily attributed to undertaking 
NDRRA works while they waited for a working Capital Facility. 
 
In addition to these figures, it is estimated the administrative component (administration support 
staff, training, office space, floating plant etc) that council’s contribute behind the scenes during 
Counter Disaster Operations, emergent and restoration works is equal to approximately 5% of the 
restoration works. 
 
It is estimated that costs to the Federal and State Governments could be reduced by approximately 
30% in this region through the new value for money pricing guidelines (temporary) and through a 
number of the other points.   A significant reduction can be made on those hidden costs to councils 
and claimable costs by the QRA. 
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Proposals going forward: 
1. That an annual or twice annual feedback (positive and negative) and review process to be 

undertaken with regularly affected Local Governments.  Through this process it is envisaged that the 
following could also be achieved: 

a. Improved relationship with QRA or future responsible agency. 

b. Clarity on the role and approval authority of Emergency Management Queensland (EMQ) 
and QRA. 

c. A framework be developed to provide interpretation or intent as the state see it in 
implementing the Federal Governments Guidelines. 

d. A clear definition of current engineering standards. 

e. Development of a documented process for previously damaged assets to provide councils 
with some certainty (multiple events within quick succession). 

f. Resolve or clarify audit requirements. 

g. Work collaboratively to reduce red tape in the number of forms, and understand changes to 
the forms (preferably ‘off season’) (note: it is acknowledged that work has been undertaken 
to address this for 2013) 

h. Devise a process where all reporting requirements are linked into one spreadsheet or 
database which allows QRA to be updated in real time (with the same document to be used 
internally for councils) 

i. Clarity on what could and could not be claimed (with a series of case studies showing 
damage approved for funding and defects not approved), and 

j. Training in relation to completion of forms. 

2. That the State Government engages Local Government prior to making a Federal Government 
submission on NDRRA Guidelines – this could be undertaken via response 1. 

3. Within section 4 of the new value for money pricing guidelines (temporary), it is requested that the 
QRA actively advocate the Federal Government to: 

a. Make this section permanent; 

b. Remove the 10% co-contribution (councils contribute up front through trigger points in 
addition to contributing to the hidden costs); 

c. Apply this to emergent works; 

d. Include a pre-qualification process every two years rather than project benchmarking. 
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Financial sustainability – Joint Purchasing and Resource Sharing 
 

The majority of Local Government spend is procured by individual councils. Communities and 
councils in regional areas have limited resources and expertise to commit towards procurement and, 
in isolation, lack the capacity to influence the market.  FNQROC for the last two years has focussed 
on Joint Purchasing initiatives.  Our work has identified results can be obtained in those areas where 
there are limited suppliers and councils are competing against each other.  This is a niche market 
area not covered by Localbuy (due to the nature of work required) but can potentially be assisted 
through State Government Contracts.   
 
FNQROC has only focussed to date on three contracts; Liquid Alum, Sodium Hypochlorite and 
Regional Bitumen reseal program.  For the four councils involved there have been collective direct 
savings  almost $1.1 million  
 
To get to this point takes a significant amount of time and effort which would not have occurred if 
the Roads Alliance had not supported 50% of the cost of a dedicated position.  This initiative while a 
‘no brainer’ involves a significant amount of culture change within councils (and industry) which can 
be a difficult and time consuming process. 
 
In transiting councils collectively to joint purchasing arrangement’s it could be made easier if 
councils had ‘real’ access to State Government Contracts.  An example in this region was identified 
early in our bitumen program development (September 2012).  Councils and FNQ DTMR identified:  

 FNQ DTMR is purchasing bitumen for approximately $1.10 per litre.  

 Pricing for individual councils in the FNQ DTMR region ranged from $1.60 to $1.85 per litre. 

 Councils currently utilise approximately 1.4 million litres of bitumen per year in bitumen 
resealing alone, further large quantities of bitumen are also required for NDRRA works and 
capital expenditure. 

 
Councils in this region were unable to access the State Government contact for bitumen as FNQ 
DTMR advised they were not undertaking a reseal program which was required for us to leverage off 
their contract.  As a result FNQ had to go alone without DTMR.   
 
In 2008, Ernst & Young was appointed to develop a procurement strategy and performance assessment 

model for Victorian Local Government, entitled the Local Government Procurement Strategy (2008). 
Ernst & Young identified that “the adoption of better practice procurement and improved strategic 
procurement practices across the sector has the potential to yield annual savings in the order of $180-
350 million per annum. This is a significant number, even at the lower end of the scale.” 
 
Whilst there have been recent changes to the Local Government Act and some isolated examples of 
collaborative procurement efforts, there remains no clear overall strategy, assistance or significant 
focus on lifting procurement capability and expertise between the State Government and Local 
Governments. This direction and assistance would provide councils the ability to generate savings 
through procurement. 
 
We understand that the QGCPO is in a process of change with the release of an updated 
Procurement Policy 2013 (27 June 2013) and associated principles.  Principle 2 identifies acting as 
‘one government’.  While we understand the processes are still in its infancy, it would be beneficial if 

http://www.dpcd.vic.gov.au/__data/assets/pdf_file/0016/52225/2008-Local-Government-Procurement-Strategy.pdf
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local governments are considered as part of the process and offered the opportunity to be involved 
in future procurement initiatives. 

  

 

Proposals going forward: 
1. Expand the current Qld government procurement policy principle 2 “We act as ‘one Government’ 

working together across agency boundaries to achieve savings and benefits” to include local 
government.  This will assist in addressing process / policy barriers and negotiate access for local 
government to utilise the collective buying power of State Government-hosted contracts. 
 

2. State Government provide a conduit to actively support the procurement function within existing 
or new collective council bodies such as Regional Organisation of Councils (ROCs) and Regional 
Road Groups (RRGs).  There is currently passive support but no active drive:  

a. through agencies to the regions ensuring councils are informed and engaged, and or 
b. to resolve issues preventing councils accessing State Government contracts and  
c. Provide additional procurement support/direction for councils without the necessary 

resources.  
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Financial sustainability – ASSETS AND DEPRECIATION 
 

Of the strategic priorities determined by the FNQROC Board, Asset Management and the 
understanding of the infrastructure funding gap has been highlighted as the highest priority 
issue.  A key part of this question surrounds Council’s capacity to raise additional revenue to 
meet this funding gap. 

The Department of Local Government, Community Recovery and Resilience (DLGCRR) recently 
released its Financial Management (Sustainability) Guideline 2013.   The Guideline supersedes 
the 2011 version.   

Within the Introduction to the guideline, it is noted that in 2011-12, local governments in 
Queensland generated approximately $4.04 billion in net rates and utility charges.  Local 
Government infrastructure assets were reported at a value of $85.4 billion. 

 Using rule of thumb, there is a 2% annual consumption of these assets in the form of 
depreciation.  In 2011-12 state-wide this equates to $1.7 billion. 

 This $1.7 billion expense equates to 42% of the rates revenue collected state-wide in 
2011-12. 

 A more conservative figure of 1.5% equates to $1.28 billion and a 31.7% of the rates 
revenue collected. 

Under Section 169(5) of the Local Government Regulation 2012 Queensland local governments 
are compelled to report three financial sustainability measures: 

o Asset Sustainability Ratio 
o Net Financial Liabilities Ratio 
o Operating Surplus Ratio 

 The Asset Sustainability Ratio (ASR) is defined in the Guideline as “an approximation of the 
extent to which the infrastructure assets managed by a local government are being replaced 
as they reach the end of their useful lives”.  Depreciation Expenditure forms part of these 
calculations.  The ASR is expressed as a percentage, with the target being >90% per annum 
(on average over the long-term).  A result of >90% indicates that local government is likely to 
be sufficiently maintaining and renewing assets at the end of their useful lives whereas a 
result  of <90% means that the local government is not likely to be sufficiently maintaining 
and renewing assets at the end of their useful lives. 

 The Operating Surplus Ratio and the Net Financial Liabilities Ratio provide an indication of a 
local government’s financial capacity and ability to fund ongoing operations over the long-
term.  Loosely translated, this means that a local government is looking achieve a track 
record of balanced budgets or even operating surpluses over the long-term. 

The accounting standards require assets to be revalued with sufficient regularity to ensure that 
the Carrying Amount does not differ materially from Fair Value at the reporting date.  A variance 
of 5% is typically enough to trigger a revaluation.  With assets that experience substantial cost 
increases year-on-year, this can result in the need for revaluation every one or two years.   
Assets such as roads typically experience cost increases far and above the Consumer Price Index 
(CPI), and thus require regular revaluation.  

In order to achieve a balanced budget, or an operating surplus, a range of techniques and other 
measures are often used.  While the implications of fully funding this depreciation could 
potentially be deficit budgets over the long-term, it is important to note that underfunding 
depreciation exacerbates the infrastructure funding gap. 
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The focus should be on development of robust Asset Management plans which drive the 
renewal or replacement of assets.  While higher levels of government could potentially argue 
that depreciation should be fully funded; the reality of balanced or even surplus budgets over 
the long-term means that this may not be possible within current revenue levels and the cost of 
providing services. While a response to this would be to raise rates and charges, the capacity of 
the community to pay also needs to be considered.  A recent circular from the LGAQ noted that 
approximately $250 million of rates and utility charges are outstanding. In the context of the 
example provided in the revised Guidelines, this outstanding amount represents approximately 
6.2% of the $4.04 billion in revenue collected in 2011-12.   

In addition to this, council’s capacity to rate properties is being eroded by State and Federal 
Governments.  Examples of this include the creation of National Parks from leasehold or 
freehold properties and retention of properties by the Indigenous Land Corporation which have 
not been granted to Aboriginal Corporations.   

The infrastructure funding backlog is also exacerbated by the ‘resetting’ of asset lives for large 
proportions of assets at one time through a defined event i.e. Flood or Cyclone.  This results in 
these assets reaching the end of their useful lives at a similar time.  For example, if large 
proportions of the road network are resealed post event, and with a typical seal life of 8-12 
years, this proportion of the road network will require resealing within a relatively short period. 
These assets would more than likely have had varying remaining useful lives, thus resulting in a 
‘spike’ in required funding at a point in the future. 

Understandably, depreciation is essential to ensure intergenerational equity.  Councils are 
currently correcting deficiencies of the past and endeavouring to ensure they do not leave 
future generations with the legacy which has been left to them.   

Councils are the face of the community and work ‘on ground’.  As a result State and Federal 
Governments have devolved (‘donated’) many assets to local government, as do Developers.  
These assets add significantly to the depreciation we are required to meet.   

Adding to the pressure faced by councils is the fiscal imbalance when compared to the Federal 
and State Governments. 

 

2011-12 
Revenue 

Share 

Expenditure 

Share 

Value of Asset 

Base 

Commonwealth 81.35% 68.49% 10.03% 

State  15.27% 25.98% 57.56% 

Local 

Government 
3.38% 5.53% 32.41% 

Source: ABS Taxation Revenue 2011-12, cat no. 5506.0 and ABS Government Finance Statistics 2011-12, 

cat no. 5512 

 

Proposals going forward: 
There is currently no defined answer however further investigation and acknowledgement is 

required. 
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1. Councils should be defining Infrastructure Charges.  Currently, the maximum amount 

allowable is defined by the State (note: for the second year in a row, indexation has not 

been applied).  It is well known this is not sufficient and as a result council’s not only have to 

depreciate the associated assets but also fund the gap.  Despite some beliefs, assets such as 

footpaths do not “eventually appear”.  If Councils choose to subsidies these costs it should 

be at their discretion based on the return on investment to their communities. 

2. Over the years there have been a number of studies undertaken nationally with little action 

i.e. “Rates and Taxes – A Fair Share for Responsible Local Government” (The Hawker Report) 

and the Productivity Commission research report “Assessing Local Government Revenue 

Raising Capacity”.  The State should invest with pilot regions to understand councils capacity 

to raise revenue to meet these funding gaps.  It will give both the State and Local 

Governments some understanding of how far they can or cannot go to maintain service 

levels and infrastructure for their communities.  FNQROC will volunteer to be a part of this. 

3. ‘Donated’ assets by the State or Federal Governments should take into consideration the 

‘whole of life costs’ – if the asset is not to be written off at the end of its life then 

depreciation should be considered as part of Local Governments contribution to the asset. 

4. As an ‘outside the square’ thought, as local governments are a product of the State, why not 

have the State be the ‘asset owner’ with Local Government as the delivery arm for 

maintaining these assets based on local asset management plans?  

5. Deficit budgets should not be seen as unhealthy if it can be shown that council is rectifying 

errors of the past and has a positive plan into the future based on well developed Asset 

Management plans being the key to future asset replacement. Note. This future maybe 10-

20years out with the deficit reducing. 

6. Indigenous and remote councils with a low population and or rate base with a high reliance 

on grants funding should be appropriately supported to be proactive and manage their 

depreciation and subsequent renewals over the long term (this allows confident long term 

planning).  Current arrangements are largely reactive and actioned when grant funding 

allows or infrastructure fails.  Funding depreciation for these councils allows maintenance 

prolonging the infrastructure.  Maintenance of the infrastructure supports continued local 

employment which in turn supports the communities ability to be rated. 

7. Amend the revaluation trigger from 5% variance to 10% variance thus reducing the 

frequency and cost of revaluations. 

8. Remove the requirement to revalue assets after a defined event with revaluation to occur 

after restoration and betterment. 

9. Financially support ROC’s to assist in building the capacity of councils collectively to address 

these issues.  Working collectively through ROC’s allows councils to discuss gaps without 

being judged to find solutions. 


