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Overview  
 

Democracy is messy, and it's hard. It's never easy. (Robert Kennedy Jr.) 

Experience is simply the name we give our mistakes. (Oscar Wilde) 

 
This paper responds to events that occurred on the Central Coast of New South Wales (NSW) in late 
2020. Following revelations that the Central Coast Council (CCC) had serious financial problems, the 
councillors were suspended, an administrator was appointed, the chief executive officer (CEO) was 
sacked, and large cuts were proposed to the budget and numbers of staff. The council’s plight was 
described as ‘the greatest financial calamity in the history of local government in New South Wales’; 
the councillors and CEO were accused of ‘calamitous financial mismanagement’, including ‘unlawful’ 
use of restricted funds that should have been held in reserve; and the community was given to 
understand that their dismissal was necessary to deal with the situation.  
 
CCC was established in May 2016 by a merger of the former local government areas of Gosford and 
Wyong, north of Sydney. It is responsible for a complex and dynamic region that presents difficult 
challenges in planning, environmental management, service delivery and governance. The Central 
Coast is always going to be a costly region to manage. It is also the setting for intense party-political 
competition over a series of marginal state and federal parliamentary seats. 
 
With a population projected to reach more than 400,000 in the mid-2030s, and an annual budget of 
around $700m, CCC is one of the largest local governments in Australia, so its reporting of financial 
problems and the drastic action taken in response raise serious questions. How could this have 
happened? Was it an isolated local issue or a sign of underlying systemic problems? Was the 
suspension of democratic local government – a not uncommon occurrence across Australia – justified? 
 
Against that background this paper has three objectives:  

§ To explore the origins of the claimed ‘financial calamity’ and identify the factors involved. 

§ To place Central Coast’s experience in the broader context of the legislative and policy 
frameworks that regulate local government in NSW – particularly newly amalgamated councils. 

§ To consider the implications for future governance and oversight of the NSW system of local 
government – especially the emerging group of very large municipalities with populations 
projected to reach 300-400,000 or more within the next decade or two.  

 
Information was drawn from a wide range of sources, primarily published documents (including 
website material and news reports) and a series of interviews with key players recorded by Central 
Coast Newspapers and available on YouTube. In addition, issues arising were followed up through 
personal interviews with some of those involved. Their assistance is gratefully acknowledged.  
 
The paper does not seek to apportion blame for Central Coast’s problems: that would achieve little if 
anything at all. Rather, this is an attempt to present in one document a more rounded and balanced 
account of the issues than has appeared to date. Central Coast’s story is far more complex and nuanced 
than the community has been led to believe. 
 
At the time of writing a public inquiry had been called to consider, in effect, whether the performance 
of the suspended councillors as CCC’s governing body had been deficient to such an extent that they 
should be dismissed rather than allowed to return to office. This paper seeks to inform that decision 
and subsequent steps needed to ensure that the Central Coast experience is not needlessly repeated.  
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Key Issues and Findings 
 
§ Many people believe that the merger of Gosford and Wyong in itself was the root cause of CCC’s 

troubles. There is no firm evidence to support that conclusion, but no doubt that a deficient merger 
process, especially the state’s failure to undertake a proper ‘due diligence’ assessment of potential 
risks, whilst fuelling unrealistic expectations of the benefits that might flow, led inexorably to the 
events of 2020. Risk factors that were ignored included the former councils’ infrastructure 
backlogs and their relatively low rates (subsequently costing CCC over $30m per annum). 

§ Underlying weaknesses were compounded by restrictive state policies, particularly the ‘rate path 
freeze’, as well as some of the decisions taken – in good faith – by the Administrator and Interim 
General Manager (CEO) during the period after the merger from May 2016 to September 2017. A 
crucial step was to ‘sign-off’ the 2015-16 financial statements for the former Gosford and Wyong, 
which treated some of their water and sewer funds as ‘unrestricted’. That policy continued 
unchanged – and unchallenged by the council’s auditors and the Auditor-General – until it was 
questioned in mid-2020 by financial consultants engaged by the council itself; and until the 
implications were self-reported by the council to the state government in early October. 

§ When the councillors were elected in September 2017, and for the following two years, they had 
no reason to believe that CCC was in any financial difficulty and that they could not continue along 
the path set by the Administrator – again in good faith – to improve services, infrastructure, 
community facilities and environmental management.  Their actions were consistent with the 
merger proposal and the optimistic 2016-17 Annual Report, prepared just before the election. 

§ However, the councillors faced a ‘revolving door’ of senior executives. From mid-2017 to mid-2020 
(including acting positions) there were four CEOs and four Chief Financial Officers (CFOs). After the 
2017 election there were two more interim CEOs before a ‘permanent’ appointee took over in July 
2018. Also, the council was without a ‘permanent’ CFO for all but 11 months from August 2017 to 
October 2020.; and there were changes in the areas of infrastructure and asset management.  

§ While CCC ran operating deficits in 2017-18 and 2018-19, the sums involved were very small for a 
local government with an annual budget of around $700m. The audited financial statements for 
2018-19 indicated possible concerns around a rapid increase in employee costs and a sharp decline 
in unrestricted funds, but a council of CCC’s size should have had no difficulty addressing those 
issues. An independent financial assessment received in July 2019 had found ‘low financial risk’.  

§ Significant problems emerged during the first nine months of 2019-20. These included further 
unbudgeted increases in employee costs; financial impacts of bushfires, floods, coastal erosion and 
COVID-19; and a decision by IPART to impose a 10% reduction in the charges levied by CCC’s Water 
Supply Authority (WSA – its water, sewerage and drainage business). As a result, the projected 
budget deficit blew out from $18.6m to $41m by March 2020, and eventually grew to $89m.  

§ A case can be made that during 2019-20 and in setting its 2020-21 budget CCC was slow to respond 
to signs that its financial position was weakening. It appears that the administrative merger was 
still incomplete, and that financial systems, reporting and budgeting were not fit-for-purpose. 
There are valid questions about the effectiveness of senior management as a team, and an evident 
lack of cohesiveness and discipline amongst some councillors. Nor were emerging problems 
identified by council’s independent Audit, Risk and Improvement Committee (ARIC). 

 
§ The adopted 2020-21 budget was arguably at best optimistic, even allowing for substantial 

changes made to the draft and assurances given that further adjustments would follow if 
necessary. The council was rightly concerned to do everything possible to support the local 
community during the COVID-19 crisis and chose to run a deficit as a means of doing so. However, 
its failure to take more decisive action in early-mid 2020 did lead to the events in October. 
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§ IPART’s decision to cut WSA charges – seemingly made in isolation – caught CCC unprepared. 
Management of the WSA has been a key issue from the beginning: it is by far the largest of its kind 
in NSW local government, and the only one subject to regulation of rates and charges by IPART. 
With hindsight, the decision made by the administrator and interim CEO in 2016 to embed such a 
major undertaking in an omnibus assets and infrastructure directorate, rather than create an arms-
length entity or self-contained business unit, overlooked just how critical the WSA would become 
to CCC’s overall financial position, and its need for expert, specialised management.    

§ The claim made in late 2020 that CCC’s use of its water and sewer funds was ‘unlawful’ was central 
to the case for suspension of the councillors and dismissal of the CEO but has since been placed in 
doubt by the Solicitor General. CCC’s accounting policy may have been contrary to a ‘preferred’ 
interpretation of the legislation, but was found to be ‘not without merit.’ As a result, the Auditor-
General has recommended legislative changes and/or policy guidelines to clarify required practice.  

§ CCC’s ‘serious financial situation’ reported in October 2020 concerned accounting practice, not an 
absolute shortage of funds. At 30 June 2020 the council had reserves of more than $360m and 
external borrowings of only $237m. Its problem was that the reserves were restricted funds and 
access to them was denied, even as a temporary measure. As long ago as 2013 the state’s Treasury 
Corporation (TCorp) had proposed a review of policy and practice around the use of restricted 
funds, seeking a more flexible approach, but this never occurred.   

§ Stories about massive debts and a ‘financial calamity’, implying that CCC was on the brink of 
collapse, took hold because it was such a large council and unusually big numbers were involved. 
No-one asked whether those labels were meaningful; whether the debt and deficit could be 
managed successfully; or whether the accounting rules and other policies being applied were 
appropriate. Similarly, questions about the role of the auditors, Auditor-General and ARIC were 
not raised until well after the councillors had been suspended.  

§ The claim that CCC had accumulated a $565m debt is an example of misuse of a big number. In 
fact, external debt of $317m was inherited from the former Gosford and Wyong, mostly borrowed 
for their WSA businesses. By June 2020 CCC had reduced that figure by around $80m. The balance 
of the $565m included further borrowings planned by the administrator to maintain liquidity 
without further use of restricted funds (which the Minister had prohibited), plus an estimate of 
the amount (some $200m) that should be repaid to restricted funds. However, given the Solicitor 
General’s later advice it may be that the council was never legally obliged to repay some or perhaps 
any of that amount.  

§ More broadly, the Central Coast experience raises serious questions and doubts about the 
adequacy and appropriateness of state government policies for, and oversight of local 
government. Systemic issues identified over the past decade by TCorp, IPART, OLG and others need 
to be revisited and addressed; and a new approach is needed for the emerging group of councils 
with very large populations and budgets. Councils like Central Coast are not just bigger, they are 
different and demand fresh thinking about legislation and policy, organisation structure, financial 
governance, management skills and priorities, and internal and external relationships.  

§ Another critical issue is the seemingly low value placed on local democracy. The NSW Minister has 
exceptional, essentially unfettered, powers to suspend or dismiss elected councils for alleged 
misconduct – far short of corruption. In the case of CCC the ‘big stick’ of suspension (initial and 
ongoing) has been used twice when there was the democratic option of imposing a performance 
improvement order (PIO) on the elected council and appointing a financial controller.  

§ Also of concern is the proposed referendum on reducing the number of councillors from 15 – the 
number agreed as part of the merger – to just nine. This reflects a managerialist view that the 
elected councillors should work as a ‘board of directors’ rather than a representative ‘parliament’, 
and that having a smaller number is thus preferable. There is no research evidence to support such 
a view in the context of a very large and diverse local government, especially one prone to intense 
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party-political competition. And it hardly seems appropriate to hold such a referendum when the 
electorate’s views have been so heavily influenced by those of unelected administrators. 

 
Conclusion  
 
The available evidence suggests that in the final analysis CCC’s misdemeanours amounted to perhaps 
excessive bickering and barrow-pushing on the part of some councillors; a presumed (but not proven) 
breach of accounting standards; and a tardy response to emerging (but far from insuperable) financial 
problems. There was no evidence of fraud or corruption or wilful mismanagement; and at the time of 
its suspension the council was taking action to restore its financial position. 
 
CCC was built on shaky foundations with neither proper plans and specifications, nor the freedom to 
raise sufficient revenue, but great expectations. In reality, it never had sufficient resources to improve 
services, tackle the infrastructure backlog, invest in major new facilities, and keep rates at levels well 
below those of adjoining councils. To comply from the outset with the now ‘preferred’ interpretation 
of the accounting rules for restricted funds, ‘austerity budgets’ like that introduced in November 2020 
should have been in place much earlier – but would have been contrary to the state government’s 
requirements. 
 
The councillors elected in September 2017 thus inherited an organisation burdened with unrealistic 
expectations raised by the merger process and problematic financial management.  There were still 
many millions of dollars to be spent on new IT and financial systems; staff costs were increasing due 
to ‘levelling-up’ across the former councils; and rates could neither be increased beyond the annual 
peg, nor harmonised across Gosford and Wyong. However, the councillors also inherited the optimistic 
agenda pursued during sixteen months of administration. Not unreasonably they followed that path. 
 
Meanwhile the organisation struggled to come to terms with the greatly increased scale of operations: 
management systems and processes were not fit-for-purpose, and there was a revolving door of senior 
executives. What CCC needed was constructive support – skilled oversight by key state agencies 
working together; expert guidance on what systems to put in place; specialised training for managers 
and councillors; additional support to meet transition costs. Instead, it was left to its own devices. 
  
The steps taken by administrators since November 2020 have put CCC ‘back on track’. But those same 
steps could have been taken, under a PIO and with a financial controller, by the elected councillors and 
former CEO. The big difference since October 2020 is that the original expectations for the merged 
council have been largely abandoned, and key constraints imposed by state policies have been or are 
being lifted. A valuable learning opportunity has been lost, and a new governing body will have to start 
afresh. 
 
For the foreseeable future Central Coast will have a council that follows the accounting rules and has 
hundreds of millions ‘in the bank’, but increased external debt, less capacity to deliver services and 
infrastructure, diminished credibility and, quite possibly, weaker democratic foundations. A local 
problem may have been ‘fixed’ but systemic weaknesses in the NSW system of local government and 
the way it is administered remain unresolved. This can hardly be considered a satisfactory outcome. 
The Central Coast experience offers far-reaching lessons for all concerned.  
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PART ONE: CONTEXT  
 
1.1 Introduction 
 
The Central Coast Council in New South Wales, Australia, was established in May 2016 by a merger of 
the former local government areas of Gosford and Wyong, located some 70-100 km north of Sydney. 
At the time it was formed, Central Coast had a population of 330,000 and annual expenditures of 
around $700 million.  On those two measures, it is amongst the top-ten local governments in Australia, 
and the second or third ‘largest’ in New South Wales (NSW).  
 

For the first 16 months of its existence the new municipality 
was governed by a state-appointed Administrator (Mr Ian 
Reynolds) and interim General Manager (Mr Rob Noble). The 
first elected council and mayor took office in September 
2017. Following two further interim appointments it 
engaged a ‘permanent’ Chief Executive Officer (Mr Gary 
Murphy) who started work in July 2018. However, in late 
October 2020 the elected councillors were suspended by the 
state minister for local government, who appointed an 
Interim Administrator (Mr Dick Persson AM). He took office 
at the beginning of November and soon after dismissed Mr 
Murphy, who was replaced by an interim CEO (Mr Rik Hart). 
The reason given for the suspension of councillors and 
subsequent dismissal of the CEO was ‘catastrophic budget 

mismanagement’ that had created: ‘the greatest financial calamity in the history of local government 
in New South Wales’.1 Mr Persson’s term as Administrator finished in May 2021, by which time he had 
engaged a new CEO (Mr David Farmer). He was replaced as Administrator by Mr Hart, pending the 
outcome of a public inquiry to consider whether the elected councillors should be dismissed before 
fresh elections are held.  
 
Many of the issues discussed in this paper are now being reviewed by that inquiry. Under the provisions 
of the NSW Local Government Act (LG Act) holding an inquiry became essential when the Minister 
decided to defer reinstatement of the councillors indefinitely. Elections due in December 20212 have 
been postponed until at least late 2022.  
 
1.2 A Complex Sub-Region 
 
The Central Coast of NSW (see Figure 2) is a complex and dynamic sub-region located between the 
metropolitan areas of Greater Sydney and the Lower Hunter (centred on Newcastle). It presents 
significant challenges in planning, environmental management, service delivery and governance for 
both local and state governments. The municipality of Central Coast covers an area of some 1,680 sq 
km with an extremely diverse natural environment and varied pattern of settlement. Its setting 
includes a long (80 km) coastline, parts of which are subject to severe erosion; an extensive system of 
estuaries and coastal lakes, with adjoining lowlands that may be liable to serious flooding; and both 
coastal and interior hills and bushland, some designated as State Forest or National Parks, with large 
areas exposed to a high risk of intense bushfires.  
 

 
1 ‘Central Coast Council's dire finances, including more than $565 million of debt, laid out in damning report’ 
ABC Central Coast, 2 December 2020 
2 Originally planned for September 2021 but deferred due the COVID-19 outbreak affecting New South Wales.  

Figure 1: The Former Councils 
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The population is now around 344,000, growing rapidly and projected to reach more than 400,000 in 
the mid-2030s. Its median age is 42 years; the proportion born overseas is relatively low (14.6%), but 
that of First Nations peoples is relatively high (3.8%). Overall, the socio-economic index is slightly below 
the state and Sydney metropolitan averages, but it is significantly lower in the northern areas (the 
former Wyong shire). In the southern suburbs of Gosford, the population includes a large number of 
commuters working in Sydney, while parts of the former Wyong Shire connect northwards to the 
provincial metropolis of Newcastle-Lake Macquarie and the Hunter Valley. The environment and 
relatively low prices for housing make Central Coast an attractive option for young families and 
retirees.  
 
As well as the expanding suburbs around Gosford and Wyong, settlements include a string of coastal 
towns and villages, many of which are popular holiday destinations; and inland townships and villages 
that service surrounding farmland and other rural enterprises, as well as offering rural-residential 
opportunities.  
 
Figure 2: The Central Coast Region 

 
Source: Google Maps 
 
This combination of geography, demography and pressures for development in disparate settings over 
such a large area presents tough challenges for all levels of government. Successfully meeting those 
challenges requires a coordinated effort, outstanding professional and management skills, wise 
judgement and considerable expense. In essence, the story of Central Coast Council is about whether 
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it ever had sufficient capacity to meet expectations and – crucially – whether the NSW government 
recognised the very difficult task facing the amalgamated council and provided the necessary support.  
 
1.3 Political Complexion 
 
The elected council currently has 15 members, with the mayor chosen by and from amongst the 
councillors – in the former Wyong Shire the mayor had been popularly elected. After the 2017 elections 
there were six Labor party councillors, four Liberals and five independents. Only five councillors had 
previous experience in that role. Unexpectedly, one of the independents (Cr Jane Smith, a first-time 
councillor) was chosen as mayor, but in September 2019 she did not contest the mayoral election and 
was replaced by Labor’s Cr Lisa Matthews.  
 
Central Coast has five state and two federal members of parliament. Most hold marginal seats. 
Currently the Labor party holds the state seats of Gosford (central area and western and southern 
suburbs), Wyong, The Entrance and Swansea, plus the northerly, Wyong-centred federal seat of 
Dobell. The Liberal Party holds the state seat of Terrigal (eastern and coastal areas of the former City 
of Gosford), and the southerly, Gosford-centred federal seat of Robertson. The member for Terrigal is 
the Parliamentary Secretary for Central Coast in the state government. Clearly the Central Coast is a 
significant party-political battleground, and state and federal members of parliament from both major 
parties have been loud voices in the public debate about the problems facing the council and how they 
should be resolved.3   
 
 
  

 
3 See for example: ‘Labor MPs call for more time on asset sales’ Coast Community News, 21 May 2021; 
‘Pressure on Central Coast Council to sell water supply authority’ ABC Central Coast, 8 July 2021 
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PART TWO: SUSPENSION AND ITS AFTERMATH 
 
2.1 Events of October 2020 
 
On 6 October 2020 CCC self-reported to the NSW Office of Local Government (OLG) that it was in a 
‘serious financial situation and faces an immediate and serious liquidity issue’ (Hancock 2020a). This 
followed senior management’s discovery that the budget deficit for the 2019-20 financial year had 
increased from the $41m predicted in March 2020 to $89m, and receipt of a draft consultant’s report 
that concluded some restricted funds may have been used contrary to the provisions of the LG Act (see 
Box 1 and Murphy 2020).  
 
Box 1: Restricted Funds 
The use of a council’s reserve funds (cash and investments) may be restricted in one of two ways: 

Internal Restrictions are those imposed by the council itself, for example because it has promised to 
provide a major new facility such as a swimming pool or community centre and is putting money 
aside from its general revenues for that purpose. If it is financially prudent to do so, the council may 
formally resolve to remove the restriction and use the funds to meet other needs – but perhaps still 
promise to fund the promised facility in the future from general revenue, a grant or a loan. 

External Restrictions apply to funds raised by a special rate or charge for a specific purpose. Under 
s.410 of the LG Act those funds may only be used for another purpose if the special rate or charge 
has been discontinued, or by way of a formal internal loan approved by the Minister. In the case of 
Central Coast Council they may include water, sewer and drainage funds; developer contributions; 
income from other special rates and charges (eg for trade wastes); and funds held in trust for specific 
purposes.  

A key point of debate has been whether Central Coast’s water and sewer funds were all externally 
restricted. Also, there has been discussion about whether the concept of restricted funds in general, 
and the associated legal framework, should be reviewed (see section 4.2.5 and Box 7).  
 
The mayor and all councillors were briefed on 6 October, and agreement reached on immediate steps 
to conserve available cash, plus preparation of a 100-day Recovery Plan to return the council to a sound 
footing. This would involve major reductions in expenditure. To continue operations in the short term 
the council needed either to obtain ministerial approval for further use of restricted funds (by means 
of formal internal loan), or to borrow externally. Some $60m might have been required for the 
remainder of 2020 (Murphy 2020). Restricted funds were still sufficient to provide that amount while 
longer term measures were put in place. The council agreed that the CEO should write to the Minister 
along those lines (ibid).  
 
The initial response from the Minister on 6 October was constructive. She instructed OLG ‘to appoint 
an independent financial expert and a Human Resources adviser to ascertain Council’s true financial 
position and identify options to address the issues as quickly as possible. OLG has already held 
discussions with the Council’s CEO and senior staff and will continue to closely monitor the Council to 
ensure its ongoing sustainability’ (Hancock 2020a). It is noteworthy, however, that the Minister did not 
immediately take the decisive step of issuing a performance improvement order (PIO) and appointing 
a ‘financial controller’ to take charge of the council’s financial management. Given that preparation of 
the 100-day Recovery Plan was already under way, the combined authority of a formally appointed 
financial controller and one or more ‘temporary advisers’ may have been sufficient to deal with CCC’s 
problems (see Box 2). 
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Box 2: Appointment and Functions of Temporary Advisers and Financial Controllers 
Summary of NSW Local Government Act sections 438G, H, HB, HC 

§ If the Minister issues a performance improvement order in respect of a council, the Minister may 
appoint one or more persons as temporary adviser/s to the council, and/or a person as financial 
controller. A person may be appointed as both a financial controller and a temporary adviser. 

§ The principal functions of a temporary adviser are to provide advice and assistance to the council 
to ensure that it complies with the performance improvement order, and to monitor compliance. 

§ The principal functions of a financial controller are to implement financial controls, and other 
functions relating to council finances, as specified by a performance improvement order or a 
subsequent order appointing the financial controller, including related or ancillary functions.  

§ If a temporary adviser and/or financial controller is appointed to a council, the councillors and 
staff of the council are required to co-operate with them and to provide any information or 
assistance they reasonably require. 

§ If a financial controller is appointed to a council, a payment may not be made from any funds of 
the council unless authorised by the financial controller.  

 
But for reasons that remain unclear, the appointments foreshadowed by the Minister were not made 
and the Minister declined requests for meetings with the council to discuss the situation.4 On 21 
October, the day after the council reiterated its request to access restricted funds so it could maintain 
operations and pay staff, the Minister responded by stating that CCC had ‘reached a new low last night 
by deciding once again to approach the Government for a bailout at the risk of council staff not being 
paid’ (Hancock 2020b). Instead, she announced that the government would ‘advance $6.2m’ 
(apparently pre-payment of a forthcoming federal grant) to meet payroll expenses and overdue 
payments to suppliers; and that she would issue the council with a notice of intention to suspend it 
and appoint an interim administrator. As required by the LG Act, the council would have seven days to 
make a case that suspension was not warranted. 
 
Meanwhile, CEO Murphy was informed privately (and later publicly) that he had lost the confidence of 
the council and was given the opportunity to resign with full contract entitlements. He offered to do 
so on 12 October, before that day’s council meeting, took leave and did not return to work before the 
councillors were suspended. However, his resignation was never formally accepted by the council.5   
 
The overall tone of the Minister’s announcement on 21 October was remarkably different from the 
measured response just two weeks earlier: 

The local community is sick of excuses from council. In the two weeks since council's financial dire 
straits came to light, all council has done is write letters, issue media releases and set up a finance 
committee... To use its own staff as bargaining chips is reprehensible from a governing body that has 
failed to address its own financial failings. (Hancock 2020b) 
 
A few days later, before CCC had completed its response to the notice of dismissal and the Minister 
could make her final decision, two of the four Liberal councillors resigned. They stated that they were 
differentiating themselves from those councillors wishing to show due cause to the Minister as to why 
they should remain in local government: ‘These resignations are a statement of our lack of confidence 
in Council and the Administrator should step in today’.6 The two councillors noted that the 
Parliamentary Secretary for Central Coast had already ‘announced that the NSW Government would 

 
4 ‘Former Mayor Jane Smith opens up on Council woes’ Coast Community News, 8 March 2021 
5 ‘Sacked CEO sets the record straight’ Coast Community News, 19 February 2021 
6 ‘Two Liberal councillors bail out of Council’ Coast Community News, 28.10.20 
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not provide funding or legislative exemptions.’ This comment was made before the Minister had 
received CCC’s response to the notice of intention to suspend.  
 
The council’s suspension followed on 30 October, just two days after it sent its formal response to the 
Minister’s notice. Mr Dick Persson AM, a former senior public servant and experienced administrator 
of both suspended and newly amalgamated councils, was appointed sole interim Administrator, 
initially for three months but later extended to six, the maximum allowed under the LG Act without a 
public inquiry. 
 
2.2 Persson Administration  
 
Mr Persson took office on Monday 2 November 2020. One of his first actions was to formally suspend 
CEO Murphy. It had already been announced that Mr Rik Hart, who had worked previously with Mr 
Persson managing a council under administration, would become interim CEO. Mr Murphy’s contract 
was subsequently terminated on 30 November. 
 
2.2.1 Interim Report 

On 3 December the Administrator released a promised ’30 Day Interim Report’ (Persson 2020). Whilst 
acknowledging some legacy issues dating back to the amalgamation, the impact of bushfires, floods 
and the COVID-19 epidemic, and that there was no evidence of theft or corruption, the report 
nonetheless laid almost all the blame for CCC’s financial situation at the feet of the former CEO and 
Chief Financial Officer (CFO), and the councillors. Essentially it argued that they all should have known 
about and acted to correct emerging problems sooner than they did – in the case of councillors they 
should have asked more questions and demanded answers from management – and that they grossly 
overspent on staff and capital works. Moreover, and crucially, Administrator Persson asserted that the 
council had made unlawful and unauthorised use of restricted funds. 

This is a story about the failure of a Council to understand or practise the basics of sound financial 
management … There is no evidence that either the elected body or senior management gave a 
priority to achieving savings possible from the merger. To the contrary, Council embarked on a 
number of expansive initiatives, some with highly paid staff that resulted in employee costs 
significantly outstripping projected revenue growth … The CEO [has] overall responsibility for financial 
management. Required performance was not met … The CFO is the responsible accounting officer and 
likewise his performance did not meet the required professional standards. (Persson 2020) 
 
According to Administrator Persson, the result of lax controls was the unlawful or unauthorised7 use 
of $200 million of restricted reserves; a projected cumulative budget deficit of more than $232 million 
over the four financial years 2017-18 to 2020-218 (see Figure 3); and projected accumulated debt 
(including funds to be repaid to restricted reserves) of some $565 million.9 With respect to the use of 
restricted reserves the report stated that: ‘All of these funds must be repaid and are effectively 
borrowings that need to be repaid’ (Persson 2020). However, as indicated in Box 1 that may not apply 
to internally restricted funds, and legal doubts have since emerged as to whether the water and sewer 
funds were necessarily externally restricted (see section 4.7.1). 
 
The report also argued that: ‘A catastrophic error of the amalgamated Council was their failure to 
understand that the organisation had less than $5m in unrestricted cash… at the beginning of 

 
7 As indicated in Box 1, the council itself could have authorised the use of internally restricted funds, which 
seem to have comprised around half of the $200m, but had failed to adopt a formal resolution to that effect. 
8 The projected $115m deficit for 2020-21 included redundancy costs due to proposed staff cuts, and was 
almost double the eventual result of $61m. 
9 The components of this $565m were not detailed: it appears to include previous external debt, additional 
borrowings planned by the administrator, and the perhaps excessive $200m repayment to restricted funds. 
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amalgamation.’ But it failed to point out that the councillors were not elected until 16 months later; 
that the CEO and CFO did not assume office until July 2018 and September 2019 respectively; and the 
relevant decisions taken by Administrator Reynolds in 2016 and 2017 (see section 4.3). Nor did it 
acknowledge the steps taken by CEO Murphy to investigate the council’s financial position, which 
ultimately identified the nature and extent of the underlying problems and prompted corrective 
action. And there was no mention of the impact of state government policies. Those and related legacy 
issues are discussed in Parts 3 and 4 below. 
 
On the other hand, the Administrator did identify some of the hefty transition costs arising from the 
merger, including $25.3m due to an industrial dispute and harmonisation of employment conditions 
across the two councils, and $50m (net of the government’s $10m transition grant) for IT systems – 
although in his Final Report (Persson 2021b) he argued that the former councils had already planned 
to spend that money.10  
 
Figure 3: Annual Operating Results 2017-2021 

 
Source: Administrator’s 30 Day Interim Report; 2020-21 figure was an estimate as at November 2020. 
 
Administrator Persson concluded that the following measures would be required to restore the council 
to financial health: 

§ Asset sales of at least $40 million 
§ Further borrowings (which amounted to $150m) 
§ A substantial increase in rates (ultimately 15% per annum) 
§ An increase in some council charges 
§ A major reduction in the number of senior and middle managers 
§ A reduction in staff numbers to return to the level at the time of amalgamation. 
 
All the numbers quoted in the Interim Report are very big indeed by the normal standards of NSW local 
government and generated a damning response from the state government, commentators and the 
media. On a personal level, the impact was perhaps most severe on the former CEO, who has argued 
publicly that he was denied natural justice and has documented what he saw as significant errors in 
the Interim Report.11 Nevertheless, the Administrator re-affirmed his comments in a 3 Month Progress 
Report on 3 February 2021 (Persson 2021a), and in his Final Report on 15 April 2021 (Persson 2021b). 
 

 
10 Whether they had properly budgeted for that expenditure is another matter 
11 ‘Sacked CEO sets the record straight’ Coast Community News, 19 February 2021 
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2.2.2 Three Month and Final Reports 

The two later reports indicated that substantial progress had been made on all the actions proposed 
in November-December 2020. Specifically, steps had been taken to: 

§ Reduce staff costs from $220m ‘at the end of 2019-20’ to a budgeted $176m for 2021-22 

§ Cut senior and middle management positions by 26% from 326 to 236 

§ Reduce annual capital works expenditure from $225 million to $172 million 

§ Cut each Directorate’s budget by approximately 15% 

§ Appoint a new CEO (Mr David Farmer, then CEO of the large, in both population and area, City of 
Ipswich on the western fringe of metropolitan Brisbane) 

§ Apply to the Independent Pricing and Regulatory Tribunal (IPART) for a 15% increase in rates 
revenue (a ‘Special Rate Variation’ or ‘SRV’ under the NSW rate-pegging legislation). 

 
In his 3 Month Report the Administrator commented on the difficulty of securing the two additional 
loans required to bolster liquidity: 

We needed to secure a $100m loan just prior to Christmas if we were to pay staff and creditors in 
January. This followed the $50m loan secured in November 2020. The banks made it clear that they 
would only consider lending to the Central Coast Council (CCC) if we produced a plan that included 
asset sales, major cost reductions, and increased revenue through a rate increase. [We] had to be at 
our persuasive best to stop another major bank calling in a $104m loan. (Persson 2021a) 
 
Potential commercial lenders would have been aware that proposed rates increases were subject to 
IPART determination and could not be guaranteed by the council itself as a source of revenue to make 
repayments. It seems that Central Coast was forced to deal with the banks because it was not eligible 
to borrow through the NSW Treasury Corporation (TCorp), due to its ‘poor operating performance’ 
(Grant Thornton 2020a). TCorp’s website (https://www.tcorp.nsw.gov.au/html/localcouncils.cfm)  
explains that: ‘Loan facilities, at competitive rates, are available to local councils who qualify… under 
the NSW Government's financial sustainability benchmarks and satisfy TCorp’s credit criteria.’  
 
Another key feature of the Final Report was the Administrator’s intention to hold a ‘constitutional 
referendum’ of electors in September 2021 to decide whether the number of councillors should be 
reduced from 15 to 9, with wards either abolished altogether or reduced from 5 to 3. This reflected his 
strong view that the current councillors had performed badly; that a smaller group is more likely to 
operate as an effective and cohesive ‘board of directors’; and that electing councillors by wards tends 
to promote parochial concerns rather than address collective needs. Mr Persson acknowledged that 
this change could not guarantee improved outcomes and performance but was confident it would 
‘make a positive difference’ (Persson 2021b).12 
 
The ‘final’ report was issued two weeks before the planned end of Mr Persson’s term on 29 April, when 
he was to be replaced as Administrator by Mr Hart. However, his term was then extended for two 
weeks while Mr Hart dealt with other business. In a letter to the Minister on 12 May 2021, Mr Persson 
took the opportunity once again to express his dim view of the current councillors. He proposed that 
‘the Government consider introducing measures … that would prevent dismissed councillors from 
standing in the next election.’ This proposition was hotly opposed by the suspended Deputy Mayor, 
who argued that ‘the administrator has exceeded his remit in seeking to undermine the rights of our 

 
12 With the recent postponement of local government elections, it now seems that the referendum has been 
deferred until late 2022 (‘Inquiry moves ahead but referendum stalls’ Coast Community News, 29 July 2021) 
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community to choose their representatives.’13 The potential wider implications for local democracy of 
actions taken and public commentary with respect to CCC are discussed in section 5.5.1. 
 
2.3 Forensic Audit 
 
Prior to its suspension the council had commissioned a forensic audit to determine whether there was 
any evidence indicating that its financial difficulties and irregularities involved fraud or corruption. The 
auditors reported in late February 2021 (Clayton Utz 2021). They found ‘no reasonable grounds’ to 
suspect that the liquidity crisis and use of restricted funds was the result of corrupt conduct. Rather, 
the problems were due to: 

§ ‘Legacy issues’ (questionable practices and reporting) inherited at the time of amalgamation 
from Gosford City 

§ Subsequent delays and lack of transparency when integrating financial systems after 
amalgamation and establishing a single system 

§ A long-term and established practice of reallocating funds within the council’s single bank 
account, mismanagement of that account and lack of financial controls 

§ Generally poor financial management practices and lack of early warning mechanisms. 
 
These findings highlight the need to look beyond the past year or two and carefully consider the 
underlying causes and longer history of the problems that came to a head in October 2020. Those 
factors are addressed in Parts 3 and 4. 
 
2.4 LG Solutions Analysis 
 
Administrator Persson acknowledged that some of his key findings concerning the council’s unlawful 
and/or unauthorised use of restricted funds were based on an article published in the November 2020 
issue of LG Debits and Credits, an accounting newsletter and financial management best practice guide 
prepared by consultants LG Solutions (2020). The article sought to explain the apparently sudden and 
dramatic collapse of Central Coast’s financial position, which according to the audited financial 
statements had seemed very healthy at the end of 2018-19.  
 
LG Solutions’ analysis revealed the underlying cause to be a serious miscalculation of CCC’s externally 
restricted funds, leading to a considerable overstatement of available unrestricted cash. It found that 
the consolidated financial statements had failed to treat ALL water and sewer funds as externally 
restricted: instead, CCC’s policy had been to count as externally restricted ONLY those amounts 
specified as externally restricted within the separate water and sewer funds (eg. developer 
contributions, unexpended grants, self-insurance). This meant that the audited consolidated 
statements for 2018-19 overstated unrestricted cash by $129.5m.14 LG Solutions further established 
that this practice had gone unchecked for the whole of CCC’s existence.     
 
The article asked the question: ‘How could an apparent understatement of $129,500,000 in externally 
restricted cash & investments be given an unqualified audit opinion !?’ It went on to assert that: 

We have no doubt that a major (if not in fact the complete) reason for Council’s dire financial 
predicament has been a total lack of disclosure (& awareness) of what cash and investments funds 
are restricted within Council’s balance sheet and can only be spent on very specific purposes 

 
13 ‘Suspended Central Coast deputy mayor slams administrator's call to ban councillors from re-election’ ABC 
Central Coast, 14 May 2021 
14 This figure was later reduced to $93.7m when the 2018-19 results were recalculated as part of the 2019-20 
audit (see Table 2) 
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Had Central Coast Council reported ALL [water fund and sewer fund] cash & Investments as restricted 
… and with it the disclosure of the true values for their internal and unrestricted cash & investments 
at 30/6/19…LGS are reasonably confident the Council would NOT be in the current financial position it 
finds itself in and at the very least the road they were heading down would have had alarm bells 
ringing a lot sooner than October 2020. 

Over the past 3 years…the [local government accounting] Code has slowly been whittled away to 
remove any and all traces of (the below the line) externally restricted assets and liabilities that are 
such a material part of local government accounting – all seemingly for the sake of de-cluttering… all 
that has been retained in the Code relating to external restrictions is the disclosure of restricted cash 
and investments. 
 
LGS concluded by recommending that the OLG reinstate all restricted disclosures that have been 
removed from the Code over the past few years. Their analysis again highlights the need to look more 
closely at the origins of the problems at Central Coast, and the broader implications for the future 
oversight of local government in NSW (see section 5). 
 
2.5 2021 Public Inquiry 

 
Administrator Persson’s Final Report included two strong recommendations to the Minister: 

§ That she takes ‘whatever action necessary to prevent the return of the currently suspended 
councillors, and to delay the September 2021 election to allow a formal inquiry to determine 
what is needed to achieve the successful merger of the two previous councils.’ 

§ That if the councillors are allowed to return, ‘Performance Improvement Orders be put in place 
to prevent any departure from the bottom line’ established in the forthcoming Draft Operational 
Plan (effectively the proposed 2021-22 budget, to be released on 27 April), and that Mr Hart be 
appointed as financial controller.  

 
Mr Persson’s recommendation for a formal inquiry sits oddly with his introduction to the report: 

Many residents feel there is a need for an independent inquiry into what happened at CCC. Usually 
such an inquiry is held by an independent person with extensive experience in the subject matter … 
that is who and what I am. I have carried out an independent investigation … There is absolutely no 
evidence that the financial collapse of the CCC was caused by the 2016 merger. (Persson 2021b) 
 
Nevertheless, the LG Act required the Minister to convene a formal inquiry if she wished to prevent 
the councillors returning to office at the end of April 2021. And for the inquiry ‘to determine what is 
needed to achieve the successful merger of the two previous councils’ it would surely have to review 
the historical evidence in some detail.   
 
The Minister again rejected the alternative of restoring the elected council under a PIO overseen by a 
financial controller – an option which she had adopted a few months earlier in the case of Armidale 
Council on the basis that: ‘After six months under administration we have a clear picture of the state 
of the council and exactly what needs to be done to strengthen its performance.’15 On 26 April 2012 
she announced an inquiry, commenting that:  

The performance of Central Coast Council, particularly concerning financial management, has been of 
great concern to the local community … Public interest trumps democracy and we have to do what's 

 
15 ‘Local Government Minister reinstates Armidale Regional Council after six-month suspension’ ABC New 
England, 23 November 2020 
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best for the ratepayers … If there is a recommendation at the end of this inquiry for dismissal, then 
that will give me the opportunity to actually dismiss the council….16  

The inquiry is expected to take a year or longer and cost more than $1m.17 Its terms of reference (see 
Box 3) include the catch-all ‘any other matter that warrants attention’ but focus heavily on the 
performance of CCC’s ‘governing body’. This would presumably have to include Administrator 
Reynolds from May 2016 to September 2017, as well as the elected councillors. The terms of reference 
also highlight the option of dismissing the councillors pending future elections.     

Box 3: Terms of Reference of Public Inquiry 
To inquire and report to the Minister for Local Government with respect to whether: 

1. In exercising its functions pursuant to sections 21, 22, 23, 23A and 24 of the LG Act, the 
governing body met its obligations in a manner consistent with sections 8A(1)(b), 8B(a), 8B(c) 
and 8B(d) of the LG Act, particularly in relation to: 

a. Whether the governing body acted in a manner that maximised the success of gaining 
efficiencies and financial savings from the merger process, 
b. Whether the governing body disregarded the financial consequences of its decisions, 
and 
c. Whether the governing body’s decisions since 2017 contributed to the financial position 
which the Council now finds itself in. 

2. In exercising its functions pursuant to section 223 of the LG Act, the governing body ensured: 

a. As far as possible, that decisions taken by it had regard to the financial sustainability of 
the council, and 
b. That it kept under review the performance of the council, including that council 
spending was responsible and sustainable by aligning general revenue and expenses. 

3. Any other matter that warrants mention, particularly those that may impact on the effective 
administration of Council’s functions and responsibilities or the community’s confidence in the 
Council being able to do so. 

The Commissioner may make recommendations as the Commissioner sees fit having regard to the 
outcomes of the Inquiry, including whether all civic offices at Central Coast Council should be 
declared vacant. 

 
  

 
16 ‘Minister announces inquiry into Central Coast Council's $200m budget blowout’, ABC Central Coast, 26 April 
2021 
17 ibid. 
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PART THREE: THE AMALGAMATION PROCESS 
 
As Administrator Persson indicated, there is a widespread view in the Central Coast community that 
the council’s problems are a direct result of the 2016 amalgamation of Gosford and Wyong. This part 
considers how the amalgamation was conceived and implemented. It identifies several points of 
concern that were raised at the time. Consequences and implications are explored in parts 4 and 5. 
 
3.1 Independent Local Government Review  
 
The possibility of amalgamating Gosford and Wyong was canvassed in the 2013 report of the 
Independent Local Government Review Panel (ILGRP), appointed by the state government in 2012 to 
‘Investigate and identify options for governance models, structural arrangements and boundary 
changes for local government in NSW’ (ILGRP 2013, p.9).18 The ILGRP’s final report Revitalising Local 
Government proposed a wide range of options for reform, a number of which are of particular 
relevance to subsequent happenings at Central Coast and are discussed later in this paper.   
 
The ILGRP did not come to a firm conclusion as regards a possible amalgamation. It found that: 

Options for the Central Coast are a full amalgamation or a multi-purpose Joint Organisation19 … The 
potential for an amalgamation warrants further investigation, but if that option is rejected or 
deferred indefinitely, then a Joint Organisation should be established and should assume 
responsibility for water along with other strategic functions. (ILGRP 2013, p. 109) 
 
The ILGRP recommended a robust process for gathering evidence and considering all options before 
further action on any amalgamations. It also proposed far-reaching changes to the current legislative 
provisions for amalgamations, and that the process should be conducted by a better resourced and 
more expert and independent Boundaries Commission. Those recommendations were rejected. 
 
3.2 ‘Fit for the Future’ 
 
The state government opted instead to conduct a ‘Fit for the Future’ process that included: 

§ Requiring councils across NSW to demonstrate that they were both financially sustainable (based 
on set criteria) and had the ‘scale and capacity’ required to address future challenges. 

§ Then determining itself, with limited independent advice, which councils should amalgamate.20 

§ Appointing ‘Delegates’ of the Acting Chief Executive of the Office of Local Government to carry 
out short public inquiries into those proposed amalgamations, with the role of the Boundaries 
Commission restricted (as the LG Act allows) to commenting on the findings of those inquiries. 

 
Councils’ ‘Fit for the Future’ submissions were assessed by the Independent Pricing and Regulatory 
Tribunal (IPART), but it was not IPART’s role to determine what further action should be taken if a 
council was judged ‘unfit’ – that was left to the Minister. Initially, Gosford and Wyong each opposed 
both an amalgamation and the ILGRP’s possible alternative of a Joint Organisation, arguing that they 
could continue to stand alone, albeit with some additional cooperative planning and joint service 

 
18 The Panel was chaired by the current author 
19 The ILGRP’s concept of a Joint Organisation, unlike previous voluntary Regional Organisations of Councils, 
involved a statutory entity somewhat similar to a County Council (but with a more flexible regulatory 
framework and less scope for ministerial intervention), mandatory membership, a prescribed core set of 
functions including joint strategic planning and resource sharing/joint service delivery, and formalised 
engagement with key state agencies. 
20 Some further research on potential cost savings was carried out by consultants KPMG, but their published 
report was highly generalised and based on the government’s preferred mergers. 
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delivery. IPART (2015) found that although both councils satisfied the financial sustainability criteria, 
they were not ‘Fit for the Future’ in terms of ‘scale and capacity’ – seemingly because they had rejected 
both ILGRP options to enhance capacity and had failed to present an adequate alternative strategy to 
achieve potential benefits. IPART’s report included advice from consultants Ernst and Young that 
suggested cost savings from a merger could amount to $196 million over 20 years.  
 
3.2.1 TCorp Sustainability Assessment 

IPART also noted the findings of a 2013 review of the financial sustainability of all NSW councils 
conducted for the state government by its Treasury Corporation (TCorp). Both Gosford and Wyong had 
been ranked ‘Moderate with a Neutral Outlook’. TCorp (2013) explained that: 

A Moderate rating indicates that a Council has an adequate capacity to meet its financial obligations 
in the short to medium term (being the next five years), and to manage risk to its business … 
Achieving a Moderate [rating] is considered to be the base target level for Councils and those Councils 
with a [rating] higher than Moderate are in a much stronger position to deliver services, manage their 
assets and risks and address their Infrastructure Backlogs. Councils rated as Moderate will generally 
not have sufficient funds to address their Infrastructure Backlogs. [emphasis added] 
  
In other words, in 2013 both Gosford and Wyong had ‘adequate’ financial capacity to sustain their 
current operations, but both needed to strengthen their position in order to maintain and upgrade 
infrastructure to the required standard. The Neutral Outlook meant no improvement to longer term 
sustainability was considered likely over the next three years. TCorp also found that both councils 
needed substantial rates increases, well above the rate-pegging limit, for their operating accounts to 
reach and maintain break-even levels. And TCorp did not consider the possible impact of a merger.  
 
3.2.2 Local Government Infrastructure Audit 

Alongside the TCorp analysis, the then Division of Local Government (DLG, now OLG) conducted a 
state-wide Infrastructure Audit (DLG 2013). It found that both Gosford and Wyong councils rated only 
‘Moderate’ for the quality of their infrastructure management practices and processes. They had 
significant infrastructure backlogs – the cost of failing to carry out timely maintenance and renewal of 
existing assets (roads, water and sewerage systems, drains, buildings, parks etc). Importantly, backlog 
estimates did not include the cost of essential new or upgraded infrastructure, which will be 
considerable in an area facing rapid growth and natural hazards such as flooding and coastal erosion. 
 
The DLG Audit did not provide detailed costs for each council. However, based on the (sometimes 
unreliable) figures reported in the unaudited Special Schedule 7 of the two councils’ Annual Financial 
Statements, the combined Central Coast backlog at 30 June 2012 was $297 million, including $149 
million for roads and $118 million for water, sewerage and drainage. Significantly, the Audit made 
wide-ranging recommendations for improvements to local government infrastructure management. 
Those included encouraging councils with significant backlogs to borrow through the then 
government’s subsidised loans scheme, and to submit proposals to IPART for Special Rate Variations. 
 
It appears that during the ‘Fit for the Future’ process little or no attention was paid to the findings of 
TCorp and the Infrastructure Audit, the importance of which had been highlighted in the ILGRP’s final 
report. The government either ignored or failed to recognise the warning signs and decided to press 
ahead with the Gosford-Wyong amalgamation without any further, detailed investigations.  
 
3.3 Merger Proposal and 2016 Inquiry 
 
The government published its merger proposal for Gosford and Wyong in January 2016 (NSW 
Government 2016). This incorporated material from a report to the government by KPMG (2015), 
which forecast the financial savings that might flow across NSW from the intended program of 35 
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mergers – by this stage the government had focused on financial benefits as the main justification for 
mergers. Its proposal for Central Coast argued that cost savings and efficiencies would lead to wide-
ranging improvements to infrastructure and services, and that there would be further benefits in terms 
of strategic planning, economic development, local representation (advocacy) and inter-government 
relations (see Box 4).  
 
Box 4: Forecast Benefits of Central Coast Amalgamation 
o A total financial benefit of $135 million over a 20-year period that can be reinvested in better 

services and more infrastructure  

o A projected 119 per cent improvement in annual operating results 

o Potentially reducing the reliance on rate increases through Special Rate Variations (SRVs) to fund 
local infrastructure  

o Greater capacity to effectively manage and reduce the infrastructure backlog  

o Improved strategic planning and economic development to better respond to the changing needs 
of the community  

o Effective representation by a council with the required scale and capacity to meet the future 
needs of the community  

o Providing a more effective voice for the area’s interests and better able to deliver on priorities in 
partnership with the NSW and Australian governments. (NSW Government 2016) 

 
The claimed financial benefits are clearly of particular importance in light of subsequent events and 
criticism of the performance of the new Central Coast Council and senior management. Three key 
points need to be highlighted: 
 
§ The ‘financial benefit’ of $135 million included a $20 million establishment grant from the 

government, meaning the estimate of net savings over 20 years was only $115 million. 

§ That level of savings amounted to just 1% of the amalgamated council’s operating budget, yet 
the government’s proposal claimed it ‘may enable the new council to reduce its reliance on rate 
increases to fund new and improved community infrastructure’ and also ‘could assist in reducing 
the existing $228 million infrastructure backlog’ (contrary to TCorp’s assessment).  

§ The proposal also asserted that ‘implementation costs associated with the proposed merger … 
are expected to be surpassed by the accumulated net savings generated by the merger within a 
three-year payback period’ (Ernst and Young’s analysis for IPART had suggested 5 years). 

 
Whilst the government qualified its claims with ‘may’ and ‘could’ and ‘expected’ the merger proposal 
clearly ran a high risk of raising unrealistic expectations. 
 
The LG Act requires that a public inquiry be held into any proposal to amalgamate council areas. As 
noted above, the ‘Fit for the Future’ inquiries were conducted by Delegates of the chief executive of 
the Office of Local Government, and their reports were forwarded to the Boundaries Commission for 
comment prior to consideration by the Minister. Like others, the Central Coast inquiry ran to a very 
tight schedule: it accepted public submissions over a period of 8 weeks (from 7 January to 28 February 
2016) but included only 10 hours of public hearings (3 sessions on 3 February). The hearings were 
finished well before submissions closed.  
 
By the time the inquiry was held, the two councils had abandoned their opposition to amalgamation 
and had established a joint Project Control Group to make preparations for a merger. Accordingly, the 
Delegate relied heavily on their submissions in reaching his principal conclusions (see Box 5), and the 
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inquiry was seen primarily as an opportunity for the local community to express its views – many of 
which were opposed to the merger. 
 
The Delegate accepted the two councils’ claims that they had made considerable improvements to 
their respective financial positions over recent years (Rayner 2016). Whilst broadly endorsing the 
government’s argument that the amalgamation could secure additional financial benefits and enhance 
the ‘strategic capacity’ of local government, he noted that some of the savings forecast in the 
government’s proposal may have been achieved already by the councils’ improvements. He also noted 
the wide variations in estimates of savings presented to the inquiry, and the councils’ view that KPMG’s 
estimate of transition costs was far too low (meaning that the pay-back period would likely be 
considerably longer than the claimed 3 years).  
 
Box 5: Relevant Findings of the 2016 Public Inquiry 
o Both Councils are financially sound, are continuing with business improvement programs and 

have outstanding loans which can be serviced within current financial capacities.  

o The amalgamation will bring savings after the implementation costs are met.  

o The savings will enable the new Council to equalise and improve services, and reduce the 
infrastructure backlog.  

o The amalgamation will result in the new Council meeting the State Government’s scale and 
capacity indicator and … [it] will have greater strategic capacity.  

o There will be benefits to residents and businesses over time as policies and regulations become 
consistent across the Central Coast. (Rayner 2016) 

 
In terms of future financial management, the Delegate’s report sounded several notes of caution: 

§ The need for ‘meaningful change’ to the rating system (in light of the government’s policy to 
freeze ‘existing rate paths’ for four years after a merged council is formed, and to undertake a 
review of rating).  

§ That Wyong should proceed with the final year of a 4-year SRV begun in 2013; and that while 
Gosford had previously flagged the need for a one-year SRV of 9.5% this was not included in its 
current long-term financial plan. 

§ Potential staff reductions (and consequent savings) flowing from the merger may be limited by 
the need to equalise services across a growing area. 

§ The risk that the merger may delay increases in regulated prices for water supply, sewerage and 
drainage services, which may impact service continuity and quality.  

§ The importance of a baseline measurement of performance, service levels and infrastructure 
backlog at the time of a merger in order to assess future progress in achieving benefits.  

 
The Delegate reported to the Minister and Boundaries Commission on 29 March 2016. Evidently his 
broad endorsement of the merger was welcomed and his other findings simply noted. There is no 
public record of whether or not his cautionary observations were taken on board within government, 
but subsequent events suggest not. The new CCC was established on 12 May, with the appointment 
of Administrator Reynolds for the period until elections in September 2017, and Interim General 
Manager Noble until December 2017. The longer term for Mr Noble was intended to provide a ‘bridge’ 
to the newly elected councillors, but this did not occur (see section 4.3).  
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PART FOUR: FINANCIAL MANAGEMENT 2016-2020 
 
4.1 Starting Point  
 
Discussion about ‘what went wrong’ with CCC cannot ignore questions about its starting position. In 
his Final Report Administrator Persson (2021b) observed that:  

… it should have been understood that not all pre-merged councils were as ‘Fit for the Future’ as 
others. As the Administrator who merged Manly, Warringah and Pittwater Councils, it is clear they 
were much ‘Fitter’ than Wyong and Gosford Councils …The former Gosford Council made several 
financial and staffing decisions prior to merger that presented… a ‘rosier’ picture than was actually 
the case … Both Councils had accepted that substantial increases in rate income were needed. 
 
It has become clear that Central Coast Council began life with some serious underlying issues: 

§ Rates charged by the former councils were substantially lower than in adjoining municipalities, 
suggesting ‘revenue foregone’ of at least $32.7m per annum (see Figure 4). 

§ As explained in section 2.4, reliance on an accounting policy (accepted by the auditors) that 
treated some monies in the water and sewer funds as unrestricted and available for general use. 

§ External debt of $317m, mostly borrowed against income from water and sewerage rates and 
charges, which were later cut by IPART (see section 4.5). 

§ Legacy issues of inadequate financial management systems and controls (as noted in section 2.3). 

§ Improper use of developer contributions by the former Gosford City (see section 4.6.2). 

§ An exceptional number of vacant positions in the former councils that artificially cut employee 
costs by $29m per annum before amalgamation.21 

 
Figure 4: Comparative Rates Revenue 

  
Source: Central Coast Council Councillor Workshop, 13 June 2020. 
Note: Excluding water, sewerage and drainage rates and charges, the lowest shortfall in revenue is $32.7m per 
annum (comparison with Cessnock). The average shortfall compared to all three adjoining councils is $40.6m.   
 

 
21 ‘Wage costs were lower because of unfilled vacancies’ Coast Community News, 16 December 2020 
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As indicated in section 3.3, some of these issues were mentioned in the Delegate’s report on the 
proposed merger – notably the apparent need for substantial rates increases and improvements to 
the rating system (Rayner 2016). Further ‘red flags’ should have been raised given earlier findings by 
TCorp and DLG, especially concerning the likely capacity of the new council to manage the inherited 
infrastructure backlog (calculated by the two former councils at $297 million in 2012, but somehow 
reduced to $228 million by early 2016).22  
 
None of this necessarily means that the merger should not have occurred: there were other good 
reasons for going ahead and none of the problems may have proved insuperable given a better 
understanding of the financial position from the outset, appropriate policy settings and consistent 
sound management. But the evidence points strongly to the lack of a rigorous ‘due diligence’ 
assessment by the state government before the merger proceeded. 
 
In particular, it seems extraordinary that the former councils’ questionable use of what were generally 
regarded as externally restricted water and sewer funds went unnoticed.23 In his 30 Day Interim 
Report, Administrator Persson (2020)24 found that had the standard practice of treating all water and 
sewer funds as externally restricted been followed, then on Day 1 Central Coast Council would have 
had less than $5M in unrestricted cash – an unacceptably low amount. This issue was not picked up 
until former CEO Murphy commissioned consultant advice in mid-2020 (see sections 4.6.3 and 4.6.5).  
 
4.2 State Policy Settings 

  
Apart from the decision to proceed with the merger, the state government’s role in contributing to the 
Central Coast ‘calamity’ has received little or no attention in recent reports and statements. This 
section briefly summarises the impact of various state policies, including in some cases a failure to take 
recommended steps to improve the legal, policy and financial framework for local government.  
 
4.2.1 Financial Support and Guidance 

Central Coast received a grant of $10M towards transition costs. This was an arbitrary amount, set 
without any thorough assessment of how large transition costs might be. In 2019 Central Coast 
received a further $5.5M from the Stronger Communities fund, far less than several other very large, 
amalgamated councils (for example, Northern Beaches, Parramatta and Georges River). There has 
been no attempt at systematic recognition of the ongoing issues confronting those councils. It appears 
that increasingly, state support is provided through multiple programs on a project-by-project basis, 
sometimes with an eye for political advantage rather than community needs (Public Accountability 
Committee 2021). 
 
In its final report Revitalising Local Government, the ILGRP (2013, pp.34-37) stressed the need for a 
concerted, medium-long term effort to secure local government’s financial capacity and sustainability. 
It recommended an integrated Fiscal Responsibility Program, coordinated by what is now OLG, to 
address the key findings and recommendations of TCorp’s financial sustainability review and the then 
DLG’s infrastructure audit. This recommendation was notionally supported, but there is no evidence 
that an integrated, multi-agency approach has been pursued.    
 

 
22 As noted in section 3.2, infrastructure backlogs are unaudited estimates in Schedule 7 of each council’s 
annual financial statements, and therefore subject to re-calculation at the council’s discretion. 
23 ‘Administrator says governance around 2016 policy change “beggars belief”’ Coast Community News, 4 June 
2021 
24 Administrator Persson drew on analysis of the financial statements by LG Solutions (2020) 
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4.2.2 Rate Pegging and the Rate Path Freeze 

Like all NSW councils, Central Coast has been and will be subject to rate pegging – the requirement to 
apply for a SRV if it proposes to increase annual rate revenues by more than a set limit. In 2013 TCorp 
highlighted the need for rate increases to meet the underlying costs of services as well as year-on-year 
growth in those costs. TCorp also stressed the importance of medium-long term pricing paths so that 
councils can achieve at least break-even operating positions. 
 
Also in 2013, the ILGRP found that rate pegging had serious adverse consequences. These included 
creating unrealistic expectations about keeping rates low and impeding essential investment in 
infrastructure (ILGRP 2013, p.42). The ILGRP noted that in 2013 only 23 of the then 152 NSW councils 
applied for SRVs, but figures for 2011-12 showed that 83 councils needed to increase rates and annual 
charges by more than 5% to achieve a break-even operating result. Gosford and Wyong were among 
those councils and, as noted earlier, Gosford’s foreshadowed application for a SRV did not proceed.  
 
Yet in December 2015 the government imposed a further limit on the revenues of newly amalgamated 
councils by freezing existing ‘rate paths’ and prohibiting SRVs for four years (later extended to the end 
of 2020-21). This was to ensure that individual ratepayers in merged councils would initially pay no 
more than had the amalgamation not occurred; rates would be ‘harmonised’ later. The policy would 
also force merged councils to realise projected cost savings and put downward pressure on rates over 
the long term (IPART 2016b), but it had no regard for the differing circumstances of councils (such as 
Central Coast’s high growth rate or the impact of natural disasters). The first opportunity for a SRV at 
Central Coast fell to Administrator Persson, who promptly applied to IPART for a 15% increase 
commencing 1 July 2021. This has been granted, but only on a temporary basis for 3 years, and against 
vocal opposition from local MPs (both Liberal and Labor), including the Parliamentary Secretary for the 
Central Coast.25 The current Administrator, Mr Hart, has indicated that a forced return to the previous 
rate path after only 3 years of increased revenue would be unsustainable and require further cuts to 
staff and services.26  
 
4.2.3 Review of the Rating System 

One of the ILGRP’s key recommendations was for a thorough review of the overall rating system, 
including rate pegging, with a view to bolstering councils’ financial sustainability. The government 
commissioned IPART to conduct the review and received IPART’s report in December 2016 (IPART 
2016c). But the report was not released until June 2019, and a comprehensive response was delayed 
until June 2020 (OLG 2020). In the end, the government fully supported only 13 of IPART’s 42 
recommendations, rejecting any changes to the vast array of rating exemptions and concessions, and 
to the way it imposes statutory limits on fees and charges that fall below cost recovery.27 It did agree 
to provide greater flexibility in rating by allowing additional rating categories, and to adjusting rate-
pegging so that the system takes into account population growth – strangely ignored until now.28 
However, this benefit will be offset at least in part by proposed changes to the arrangements for 
developer contributions (OLG n.d). 
 
4.2.4 Infrastructure (Developer) Contributions 

Since its origins in the early 1980s the NSW system of levying developer contributions to help meet 
the cost of additional infrastructure and services has become more and more complex and restrictive. 

 
25 ‘Politicians disagree with requested rate rise’ Coast Community News, 5 May 2021 
26 ‘A Plan B needed if special rate variation is not extended beyond three years: Hart’ Coast Community News, 
July 19, 2021 
27 IPART (2016a) had made similar recommendations in a parallel review of reporting and compliance burdens 
on local government, but those were also rejected (OLG 2019) 
28 In Central Coast, the population grew by about 0.9% per annum but the rating base (the number of rateable 
properties) at only 0.5%. See ‘Sacked CEO sets the record straight’ Coast Community News, 19 February 2021 
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Councils’ ability to levy and spend contributions is now limited to certain types of works directly linked 
to each development or within small local areas. As a result councils hold large sums in externally 
restricted funds until they can undertake nominated projects, which usually require supplementary 
funding from other sources (rates, grants or loans). Central Coast had over 50 separate contributions 
plans for different projects and localities.  
 
In 2020 the state government, as part of its economic response to COVID-19, began to allow some 
pooling of funds across contributions plans to help fast-track infrastructure projects. And following a 
review by the NSW Productivity Commission (2020) pooling will become a permanent feature, 
together with adjustments to TCorp’s lending criteria to make it easier for councils to borrow to fund 
capital works. These are welcome changes for growth area councils like Central Coast, but other 
aspects of the proposed revamp of the developer contributions system – including the prospect of 
further limits on the types of projects that may be funded and the possibility that the state government 
might capture more of the contributions for its own needs – have raised serious concerns that councils 
may gain little or even lose revenue.29 Administrator Hart has also pointed to underlying problems in 
the contributions system that are yet to be addressed.30   
 
4.2.5 Use of Restricted Funds 

In its 2013 report TCorp recommended ‘Improved use of restricted funds’, noting that on average 50-
60% of funds held by councils are externally restricted. Being able to access more of these funds (eg 
through internal loan under s.410 of the LG Act) could allow councils to meet current asset renewal 
and maintenance requirements and be less costly than external borrowing (TCorp 2013). It appears 
that no action has been taken to review current requirements. As noted earlier, the Minister refused 
CCC’s request in October 2020 for further access to externally restricted funds to help address its cash-
flow problem and continue to fund capital works. 
 
4.2.6 Use of Debt 

A related TCorp (2013) recommendation called for ‘Increased use of debt.’ TCorp observed that the 
use of (more) debt could be an efficient means of tackling infrastructure backlogs, enhancing 
intergenerational equity and improving asset quality and services. TCorp also noted that many councils 
have adopted overly conservative debt management practices that could be improved to deliver 
enhanced value and a lower overall cost of funds. The ILGRP (2013) subsequently proposed, with its 
agreement, that TCorp should become the ‘lender of choice’ for local government and provide advice 
to councils on ‘treasury management’ – how to manage funds and make the best use of borrowings 
and investments. However, the idea of an advisory service was never followed through and borrowing 
through TCorp is effectively limited to councils that are already in a sound financial position. This may 
reflect the state’s concern to protect its own credit rating, but as in the case of Central Coast it can 
force councils to approach commercial lenders who may be concerned both by the risk and by IPART’s 
control over the rate revenues needed to repay loans. 
 
4.2.7 No Forced Redundancies 

Reducing numbers of senior and middle managers and excess staff more broadly is one of the most 
effective ways merged councils can generate lasting savings. But the LG Act specifically prevents forced 
redundancies of all staff transferred to an amalgamated council, except certain designated ‘senior 
officers’, for three years after its formation (for Central Coast, that was until May 2019). It is possible 
to negotiate voluntary redundancies and to leave positions vacant, but service delivery requirements 

 
29 ‘Minister vows to press ahead with infrastructure contribution changes’ Government News, 19 July 2021 
30 ‘Hart backs backlash over draft developer funding Bill’ Coast Community News, 25 August 2021 
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often mean staff who leave must be replaced. The state government’s merger proposal accepted that 
savings at Central Coast would accrue mainly from 2020, but much of the criticism levelled by the 
Minister, Parliamentary Secretary and Administrator Persson seems to have overlooked that fact.  
 
4.3 Central Coast Council’s First Year 
 
It is worth noting at the outset that while the new Central Coast Council was under administration 
from May 2016 to September 2017, facing enormous challenges in terms of both the merger and 
complex ongoing operations, there was a sole Administrator, Mr Ian Reynolds. Previously, several large 
and complex councils placed under administration, such as the City of Sydney, Wollongong City and 
Tweed Shire, had three ‘commissioners’ to share the workload and provide a range of opinion and 
expertise.  
 
The Annual Report for 2016-17 (Central Coast Council 2017, pp.16-19) focused on achievements in 
service delivery, infrastructure provision, customer service and community engagement. It mentioned 
the difficulty of bringing the two organisations together, noting that Gosford and Wyong ‘did almost 
everything in different ways.’ The only specific cost saving identified was $750,000 per annum through 
consolidation of supplier contracts, but Administrator Reynolds later forecast a net saving of $70m 
over 10 years, roughly in line with the merger proposal’s estimate of $115m over 20 years.31 
 
Importantly, the Annual Report claimed that ‘Our finances are sound and we can deliver.’ But 
publication of the audited financial statements was delayed by almost 6 months to March 2018, long 
after the Administrator handed over to the elected council. The reason was concerns about ‘serious 
access control deficiencies’ identified in Gosford’s finance system database: there may have been 
‘inappropriate activity in the database’. This required a comprehensive review of all transactions for 
the period May 2016 to June 2017, plus additional audit procedures. (Audit Office 2018) 
 
In the end, the Auditor General approved the statements, which indicated a seemingly healthy 
operating surplus of $65m for 2016-17 and a sound overall position. However, the surplus was due in 
large part to the state government’s establishment grant of $20m, plus early payment of $12.5m of 
the federal government’s annual financial assistance grant, while a large proportion of likely transition 
costs had yet to be funded. Moreover, the surplus was built on an assumed $34m in unrestricted cash 
and invested funds transferred from the former councils: as explained in sections 2.2 and 2.4, it now 
appears that the true figure would have been less than $5m if water and sewer funds had all been 
classified as externally restricted. For reasons apparently unknown, a large proportion of their water 
and sewer funds were reclassified as ‘unrestricted’ in the 2015-16 financial statements for the previous 
Gosford and Wyong councils. Messrs Reynolds and Noble were seemingly unaware of this change of 
policy when they signed-off those statements – which were later approved by the auditor.32  
 
Another critical decision was to embed the very large water supply, sewerage and stormwater business 
within a ‘super directorate’ of Assets, Infrastructure and Business that accounted for around two-thirds 
of the council’s staff and budget. This also had very significant implications, discussed in (section 4.5). 
 
At 30 June 2017, shortly before the new councillors were elected in September, the audited statements 
recorded $421m in cash and investments: external restrictions were applied to $208m, and internal 
restrictions to $111m, leaving $93m notionally unrestricted. In addition, the council could have 
resolved to access the internally restricted funds if necessary (see Box 1). Thus the councillors inherited 
an apparently strong financial position. Also, considerable progress had been made in setting up the 

 
31 ‘Central Coast Council to roll out $197.5 million capital works and achieve $10.3 million operating surplus’ 
Lakes Mail, 23 February 2017 
32 ‘Administrator says governance around 2016 policy change “beggars belief”’ Coast Community News, 4 June 
2021 
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combined organisation, and a specialised transformation team was working to complete that task and 
introduce new management and operating systems (see Figure 5). However, the amalgamation was 
still far from complete, and both the Chief Financial Officer (CFO) and Chief Information Officer had 
left the organisation in August. Moreover, the appointment of a ‘permanent’ CEO had been deferred 
as a matter for the elected council, and the Interim General Manager (Mr Noble) had decided to leave 
as soon as the election was held, rather than stay for the full term of his contract until December 2017. 
These changes in senior management marked the beginning of a long period of damaging instability.  
 
Figure 5: Organisation Structure 2016-19 

 
Source: Central Coast Council Annual Report 2016-17 
 
4.4 Revolving Doors 
 
By the onset of the crisis in October 2020 Central Coast Council had its third Administrator/Mayor and 
fourth CEO and CFO, with a fifth CFO about to arrive. There had also been significant changes to the 
management of assets and infrastructure. Given the complex challenges and financial constraints 
facing a new organisation, such instability was bound to cause damage. 
 
An unsettling factor was the very long period of administration after the amalgamation, plus the 
decision to engage a second interim CEO for the period after September 2017, rather than make a 
‘permanent’ appointment. Unfortunately, the appointee, who was eminently qualified and may well 
have stayed with Central Coast for an extended period, became seriously ill and had to resign after just 
three months. Also, during that time he made a crucial decision to disband the dedicated 
transformation team, both to reduce costs and in the belief that the processes of change should be 
handled by the line managers who had to implement them. There are differing views on the wisdom 
and significance of this move, but it does appear that some momentum for change was lost. 
 
From January to July 2018 the Executive Manager-Governance became Acting CEO. He then left the 
council when the new CEO, Mr Murphy, took office. Prior to and immediately after his arrival, CEO 
Murphy found that there was still much to be done to consolidate the organisation and improve its 
processes, especially how the annual budget was put together (pers. comm.). One of his early actions 
was to restructure the directorates, including by removing the water and sewerage operations from 
the previous Assets, Business and Infrastructure grouping (see Figure 6 and section 4.4 below). He also 
created a new position of Executive Manager – Innovation and Futures to plan for longer term 
challenges and opportunities. 
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Figure 6: Organisation Structure 2019-20  

 
Source: Central Coast Council Annual Report 2018-19 (layout modified) 
 
CCC’s first CFO had resigned in August 2017 and another member of staff had been acting in the role 
since then. Finding suitable candidates for a new CFO proved difficult, largely due to a lack of 
candidates with a knowledge of local government and the experience to manage such a large budget; 
the position was not filled until May 2019. That appointee then left in April 2020, from which time 
there was another acting CFO until July, when the CEO assumed the role of ‘responsible accounting 
officer’ pending a fresh ‘permanent’ appointment. The council’s fifth CFO (selected by CEO Murphy) 
began work at the end of October 2020 and is now both CFO and Director-Corporate Affairs.  
 
As noted in section 1.3, the inaugural mayor, Cr Jane Smith, decided against standing for a second term 
in September 2019 and was replaced by Cr Lisa Matthews. Cr Smith became deputy mayor. There is 
no evidence to suggest that this change caused any significant instability, but it does appear that the 
diverse political make-up of the council, coupled with the tensions created by the amalgamation and 
the differing perspectives and competing agendas of individual councillors, complicated and at times 
disrupted decision-making processes. As often occurs in councils across Australia, there was frequent 
bickering at council meetings and personal agendas were aired outside meetings through the local 
media. One consequence of this was to distract attention – and staff resources – from key policy 
issues.33  Nevertheless, the Minister did not see fit to issue a PIO or suspend the council on those 
grounds, as she had done elsewhere.34 
 
4.5 The Water Supply Authority  
 
A critical organisational issue concerns the status and management structure of CCC’s water supply, 
sewerage and stormwater businesses (formally termed a Water Supply Authority – WSA). Annual WSA 
revenues from rates, fees and charges were around $150 million in 2019-20. In addition, about $7 
million was collected in developer contributions for specific projects. WSA works comprise a 
substantial proportion of the council’s annual capital works program, and the WSA also contributes to 
corporate overheads.  
 
The CCC WSA is the only local government water utility subject to a complex regulatory regime under 
both the LG and Water Management Acts. Crucially, the prices it is allowed to charge for its services 

 
33 Spotlight Interview with former mayor Jane Smith, 2 March 2021 
https://coastcommunitynews.com.au/central-coast/news/2021/03/former-mayor-jane-smith-opens-up-on-
council-woes and Murphy pers. comm. 
34 ‘Armidale Regional Council Suspended’ https://www.olg.nsw.gov.au/media-releases/armidale-regional-
council-suspended/  
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are set by IPART, which periodically conducts a detailed examination of the efficiency of its operations. 
IPART’s pricing determination for the period 1 July 2019 to 30 June 2022 enforced major reductions 
(10.2% per annum) to the WSA rates and charges sought by CCC, and as a corollary proposed cuts to 
both operational and capital expenditure (IPART 2019). Essentially, IPART found that the WSA’s 
financial results for previous years, plus independent expert assessments of its plans and performance, 
pointed to considerable scope for ongoing efficiencies and savings. The outcome was encapsulated in 
the headline ‘$39 million loss of revenue’ identified in Administrator Persson’s reports. But should this 
have been a blow to the council as a whole, given that the water and sewer funds are required to be 
managed separately and the WSA ought to ‘stand on its own two feet’, including paying its fair share 
of corporate overheads and borrowing when required?  
 
This highlights the critical question of how an operation of the scale of Central Coast’s WSA should be 
structured and managed. In New Zealand, it would probably have become a self-contained, arms-
length ‘Council Controlled Organisation’ with its own expert board, but still owned by and answerable 
to the council. Another option, adopted for example by Shoalhaven City Council, is to manage water 
supply and sewerage operations as a business ‘black box’ within the overall corporate framework 
(known as ‘Shoalhaven Water’). Had that been the case at Central Coast the questionable use of WSA 
funds for other purposes may well have been identified and investigated much sooner.  
 
As reported above, CEO Murphy did place water and sewerage operations under a separate 
directorate, but it appears that the WSA was still regarded as an integral part of the council 
organisation – and of course, the council’s financial systems continued to treat some of the WSA’s 
funds as unrestricted. In its 2019 findings, IPART pointed to the desirability of a more business-like 
approach and to gaps in management skills. It highlighted the need for better data and analysis of costs 
and of the economic lives of the WSA’s varied assets; as well as to provide customers with clearer 
information on proposed expenditures and prices, and the trade-offs that could be made. 
 
There is already legislation for a corporatized, arms-length entity – the Central Coast Water 
Corporation Act of 2006, but both Gosford and Wyong councils argued strongly against that approach 
and the Delegate’s report on the merger proposal supported their position. There was undoubtedly a 
concern that the state government would take over a corporatised entity and sell it. Recently the 
Parliamentary Secretary for the Central Coast suggested that the WSA should be sold to pay-off CCC’s 
debts and fund future capital works – a proposal strongly opposed by Administrator Hart on the 
grounds that the WSA is a strategic asset that could over time deliver dividends for the council.35   
 
4.6 The Gathering Storm  
 
This section looks at CCC’s financial management performance and outcomes during 2018-19 and 
2019-20, including the forces at work. It also covers the formulation of the original 2020-21 budget. 
Box 6 provides a timeline of critical decisions and events.  
 
4.6.1 2019 PWC Report 

Prior to the arrival of a new CFO in May 2019 CEO Murphy decided to commission PWC (CCC’s auditors) 
to review the financial position and lay the foundations for an updated long-term plan. According to 
Mr Murphy, when PWC reported in July 2019: ‘Apart from some improvements to asset management 
planning and better strategic alignment, there were no real surprises, and the report stated that in the 
short term (0-3 years) there was “low financial risk”. The new Chief Financial Officer… was given the 
report and two key tasks – to improve the budget process and develop a robust long-term financial 
strategy.’36 At that stage the use of some WSA revenues as unrestricted funds had still not been 

 
35 ‘Pressure on Central Coast Council to sell water supply authority’ ABC Central Coast, 8 July 2021 
36 ‘Sacked CEO sets the record straight’ Coast Community News, 19 February 2021 
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identified as a matter of concern – presumably as auditors PWC still considered that to be appropriate 
and the Auditor-General had not raised the matter. 
 
Box 6: Timeline 2016-20 
May 2016 CCC established under Administrator Reynolds and A/General Manager Noble 
August 2017 CFO and CIO leave; A/CFO appointed (internal) 
Late 2017 2016-17 Annual Report records good progress; ‘finances are sound and strong’  
September 2017 Councillors elected; A/General Manager leaves; new A/GM (CEO) appointed 
January 2018 A/CEO resigns (ill health); new A/CEO appointed (internal) 
March 2018 2016-17 audit completed; identifies ‘serious access control deficiencies’ in former 

Gosford financial database, but otherwise no issues raised 
June 2018 2018-19 budget adopted; forecasts break-even result (outcome $5.1m deficit) 
July 2018 CEO Murphy takes office 
December 2018 2017-18 audit finds no significant issues; substantial increase in cash and 

investments largely due to developer contributions and special rates 
April 2019 CEO commissions PWC review of financial position 
May 2019 New CFO starts work; IPART enforces 10% cut to WSA revenues  
June 2019 2019-20 budget adopted with forecast deficit of $18.6m 
July 2019 PWC report finds CCC ‘financially prudent’; ‘low financial risk’ for next 3 years 
Summer 2019-20 Bushfires, floods and coastal erosion  
February 2020 2018-19 audit highlights $13.3m repayment to restricted funds of unlawfully 

used developer contributions; weaknesses in financial systems and processes; 
CEO initiates first comprehensive review of council services since merger   

March 2020 Growing concern about potential impacts of COVID-19; expected deficit for 2019-
20 increased from budgeted $18.6m to $41m 

April 2020 CFO resigns; another internal A/CFO appointment; CEO commissions Grant 
Thornton review of finances and systems  

June 2020 Grant Thornton report Phase 1 shows likely severe impact of COVID-19; need to 
cut spending in 2020-21 budget, reduce planned use of restricted funds 

July 2020 CEO becomes Responsible Accounting Officer pending new ‘permanent’ CFO; 
council adopts 2020-21 budget with expected deficit of $13.4m  

August 2020 Grant Thornton Phase 2 (draft only) highlights incomplete transition post-merger; 
need for cultural change, improved performance and major cost savings  

September 2020 CEO engages DMB Consulting to investigate use of restricted funds 
October 2020 DMB reports possible unlawful use of externally restricted funds; CEO reports this 

and expected $89m 2019-20 deficit to council, Minister, OLG and ICAC; CEO 
offers resignation, takes leave; new CFO starts work  

 
4.6.2 Financial Results 2018-20 

Tables 1 and 2 present some key items from the annual financial statements for the three years to 
June 2020. Several important points are immediately apparent: 

§ When the councillors adopted the 2018-19 budget they had no reason to believe that their 
programs were unaffordable. 

§ According to the original audited accounts, at 30 June 2019 CCC was still financially sound – 
operating deficits over the period 2017-19 were more than offset by the $65m surplus in 2016-
17 (which included grants intended for later use). And the PWC report appears to have 
confirmed that the financial position would remain satisfactory, at least in the short term. 

§ There was a steep decline in unrestricted funds during 2018-19, even using what may now be 
regarded as a substantial under-estimate of external restrictions.  
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§ 2018-19 also witnessed a surge in employee costs and depreciation (the latter apparently due to 
completion of major capital works projects and hence a large increase in the value of assets. 

§ Projected and actual revenues from rates, fees and charges fell considerably in 2019-20, largely 
as a result of the IPART decision to lower WSA rates and charges, as well as the early impacts on 
local businesses and households of the COVID-19 crisis (see below re the Grant Thornton report). 

§ The 2019-20 budget was based on optimistic assumptions about the scope to contain further 
increases in employee costs and to cut other expenditures in order to offset the fall in revenues. 
Those assumptions underpinned a planned deficit of only $18.6M (less than 3% of revenues and 
seemingly quite manageable). Instead, employee costs continued their sharp rise, proposed 
savings were not achieved, COVID-19 impacted revenues and bushfires, floods and coastal 
erosion added to expenditures.  

 
Table 1: Budgets and Operating Results for 2018-19 and 2019-20 

Item 2018-19 
Budget $M 

2018-19 Result 
$M 

2019-20 
Budget $M 

2019-20 Result 
$M 

Revenue  
Rates, fees, charges 496,393 496,631 467,943 451,426 
Operating grants & 
contributions 

36,831 40,618 39,344 44,436 

Capital grants & 
contributions 

48,386 67,523 52,419 66,901 

Other  28,312 32,479 30,504 29,744 
TOTAL  609,922 637,251 590,210 592,507 
Expenditure 
Employee costs 184,213 198,785 202,249 220,882 
Materials & contracts 131,038 118,648 100,677 119,094 
Depreciation, amortisation 128,539 145,649 138,953 157,109 
Other  117,682 111,772 114,502 117,259 
Total 561,472 574,854 556,381 614,344 
Net Operating Result 48,450 62,397 33,829 21,837 
Excluding Capital Revenues 64 (5,126) (18,586) (88,738) 

 
Table 2: Cash Assets and Restrictions 2018-2020  

Item 30/6/2017 
Audited 

30/6/2018 
Audited 

30/6/2019 
Audited 

30/6/2019 
Amended* 

30/6/2020 
Draft 

30/6/2020 
Audited* 

Cash and Cash Equivalent Assets $M 
Cash, Deposits at call 2.6 59.5 44.1 44.1 92.3 92.3 
Current Assets 326.8 151.4 340.7 340.7 166.2 166.2 
Non-current Assets 82.7 265.8 93.7  93.7  104.2 104.2 
Total 412.1 476.7 478.5 478.5 362.7 362.7 
Restricted and Unrestricted Funds $M 
External Restrictions 207.9 261.0 313.1 406.8   338.2 421.4 
Internal Restrictions 110.9 119.9 114.7 114.7           111.7 111.7 
Unrestricted 93.3 95.8 50.9 (43.0)  (87.2)   (170.4) 
Note: ‘Current’ assets are those that may be converted to cash within a year. ‘Non-current’ assets are held for 
the long term (at least a full year). * Applying the revised interpretation of External Restrictions  
 
The financial statements for 2019-20 also indicate that almost all CCC’s external debt, and more than 
half of its operating deficit, were attributable to the WSA, not the council’s general fund. The WSA 
recorded an operating loss of $48.3m ($31.5m after inclusion of capital amounts). Revenues fell by 
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$41m, largely due to the IPART determination, whilst operating costs continued to increase. Evidently 
the potential savings identified by IPART had not been realised. 
 
The 20% growth in employee costs over two years was another key factor in the deteriorating financial 
position. ‘Levelling-up’ of employment conditions was by then an unavoidable additional cost. 
Whether increasing numbers of staff were needed to deliver adequate and improved services, given 
the large number of vacant positions at the time of the amalgamation, is a matter for debate. It is clear, 
however, that the extra staff and expanded capital works program became unaffordable, unless 
additional programs and projects could be funded by means of increased grants and/or the legitimate 
use of restricted reserves (eg works that met the criteria for funding with developer contributions or 
the WSA’s reserves).  
 
The overall outcome for 2019-20 (an operating deficit of $88.7m) certainly suggests a collective failure 
on the part of councillors and senior management to implement the tough decisions necessary to cut 
costs in light of the IPART determination and over-expenditure in 2018-19. However, the 2019-20 
results also reflect factors that were beyond the council’s control. These included: 
  
§ An extraordinary sequence of expenditure and revenue ‘shocks’ associated with bushfires, 

floods, coastal erosion and the COVID-19 pandemic. As part of its response to COVID-19 Central 
Coast, like many other councils, took deliberate decisions to support the local economy and 
community, knowing that this would increase its operating deficit. Across Australia such actions 
on the part of local government were generally viewed as appropriate, not mismanagement. 

§ The need to repay $13.2M into restricted funds following the discovery (self-reported to the 
Auditor General) that CCC had improperly used developer contributions to cover administrative 
costs – a practice which originated in the former Gosford council (Audit Office 2020).  

 
At the same time, CCC was still dealing with serious deficiencies in its financial accounting and 
reporting systems, including a lack of ‘early warning’ mechanisms, as reported by the forensic audit 
(section 2.3); as well as the heavy cost of introducing and managing new IT systems. These ‘legacy’ 
issues dated back to the two former councils, especially Gosford. That they persisted for so long can 
be explained partly by the ‘revolving doors’ of CEOs, CFOs and CIOs, and partly by deficiencies in 
management and political oversight, but it appears that until the onset of COVID-19 all concerned 
remained focused primarily on ‘getting things done’ for the local community. No authoritative 
evidence of significant financial management problems emerged until the 2018-19 audit flagged some 
concerns about processes and Grant Thornton reported on the underlying position June 2020.  
 
The revised accounting policy adopted by Administrator Persson (that all WSA funds are externally 
restricted) means that CCC would have begun 2019-20 with negative $43m in unrestricted funds, 
necessitating a very different 2019-20 budget and urgent action to cut costs. On the other hand, it now 
appears that the previous use of some WSA funds for general purposes may not have been ‘unlawful’ 
(see below, Box 7); and there is no doubt that the council could have legally ‘unrestricted’ some of the 
nearly $115m in internally restricted funds for high priority projects and services, or to bolster available 
cash (which in effect it subsequently did, but without formally resolving to do so). 
 
Similarly, under the previous accounting policy (that some WSA funds were unrestricted), CCC still had 
some liquidity at the end of 2019-20: internally restricted funds that the council could have accessed 
by resolution exceeded the shortfall in unrestricted funds. In July 2020, CCC could have borrowed to 
improve boost cashflow and fund capital works (which is what Administrator Persson did in November-
December). The outcome may have been very different to what subsequently occurred. 
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4.6.3 Grant Thornton Reports 

In April 2020 CEO Murphy commissioned a ‘Financial Capacity Review’ by consultants Grant Thornton. 
This was prompted by the need to determine CCC’s ability to deal with the adverse financial impacts 
of the COVID-19 crisis, as well as ongoing concerns about the budget process and financial 
management more broadly. The review was conducted in two phases, with reports presented to the 
CEO in early June and mid-August 2020. 
 
The June report (Grant Thornton 2020a) focused on the likely impact of COVID-19 on revenues. It 
identified the likelihood of some impact in the final quarter of 2019-20, and the potential for revenues 
to fall by $86M or more in 2020-21.37 Accordingly, Grant Thornton recommended a package of interim 
measures focused on containing employee costs, and also foreshadowed the need for substantial cuts 
in capital expenditure.  
 
The August report (Grant Thornton 2020b) provided a much more detailed analysis of Central Coast’s 
financial management and prospects. It painted a picture of a council that was still very much in 
transition after the amalgamation and suffering from inadequate financial management systems and 
reporting; a very poor budget process; skills shortages, notably in the ‘treasury’ function (funds 
management, borrowings and investments); an uncoordinated and in some respects out-of-control 
capital works program; and a lack of individual and collective accountability across senior management 
for cost control and achieving budgeted outcomes. It also noted that about $40m had already been 
spent on transition costs, with more to come; and that CCC’s ability to raise additional revenue had 
been constrained both by rate-pegging and the reluctance of councillors to increase fees and charges. 
On a more positive note, CEO Murphy had initiated a comprehensive service review that was expected 
to generate some reductions in expenditure, and various planned improvements to systems were due 
for completion by the end of 2020. 
 
Grant Thornton accepted that in the interests of the Central Coast community the council would have 
to respond to the COVID-19 crisis by minimising job losses, maintaining essential services and 
supporting the local economy as much as possible. However, their conclusions were stark:   

Following the merger of Wyong and Gosford councils in 2016, Council is continuing to work through 
the integration process with many processes and systems yet to be consolidated… It is evident that 
the lack of integration and harmonisation is causing disruption within various streams of Council… As 
a result of the increased breadth of services and support that the Council provides, there are 
competing priorities internally which is placing great pressure on the limited financial resources of the 
Council.  

Culturally, there lacks significant emphasis on the importance of the financial position and 
performance of Council… too many competing priorities… overshadow the need for a financially 
sustainable organisation. As a result, Council has reported deficits for the past three years and has 
severe cash constraints.  

Council is currently at a point where it cannot support the level of services provided and changes are 
required to ensure that Council becomes more financially sustainable and has sufficient cash flow to 
meet their operations. In turn, strong leadership is required to drive the changes at all levels.  

Given the past historical operational performance of Council and the lack of unrestricted cash 
reserves, there needs to be an immediate restructure of the cost base and a shift in culture to ensure 
Council is financially responsible and sustainable. (2020b, p.5)  
 

 
37 It should be noted, however, that this estimate was made when the federal government’s financial support 
programs were expected to finish at the end of September 2020. 
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4.6.4 2020-21 Budget 

Important questions have been raised about the basis for CCC’s 2020-21 Operational Plan and budget. 
Grant Thornton’s June report (2020a) expressed serious reservations about persisting with the draft 
plan and budget adopted in March 2020 for public comment. Based on that report, a detailed account 
of the financial position and prospects was presented to councillors at a workshop on 13 June 2021. 
After some resistance, the council decided it would need to make substantial changes to the draft, 
taking into account the potential impacts of COVID-19. This involved taking advantage of the 
opportunity provided to all councils by the state government to delay finalising their budgets until the 
end of July. Following further councillor briefings an amended budget was adopted by the mayor’s 
casting vote after a ‘fiery debate’ on 27 July.38 
 
But had the council truly come to terms with Grant Thornton’s analysis and warnings? Figure 7 shows 
the draft (‘exhibited’) and adopted budgets for 2020-21 and compares them to the then projected 
results for 2019-20 (based on the March quarter report).  
 
Figure 7: 2020-21 Budget 

 
Source: Central Coast Council Operating Plan 2020-21, p.52 
 
In aggregate, the changes made between March and July were relatively minor and envisaged a 
considerable improvement over the expected outcome for 2019-20. Notably, the 2020-21 budget 
assumed increased revenues, contrary to Grant Thornton’s forecasts; and that employee costs would 
reduce, reversing the strong upward trend of the previous two years. Davies (2020) argues that serious 
questions should have been asked concerning the assumptions being made: there had been an 
observable decline in the underlying financial position over recent years, with increasing expenditure 
but flat or falling revenues. His assessment again points to concerns about the quality of financial 
management. However, it is important to note that: 
 

 
38 ‘Contractionary operational budget passed after a fiery debate’ Coast Community News, 29 July 20 
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§ A range of measures were agreed to amend the draft 2020-21 budget and reduce the expected 
deficit from $32.5m to $13.4m – including some increased fees and charges; deferral of some 
capital works to focus more on projects that could be part-funded with grants or restricted 
funds39; cuts to employee costs (eg by freezing new recruitment, leaving vacant positions unfilled 
and limiting overtime); plus some further borrowing. 

§ The services review was under way, and with the 3-year ban on forced staff redundancies having 
come to an end there may have been scope for further operational savings during 2020-21. 

§ The council would be free to seek a SRV for 2021-22, narrowing the gap with adjoining councils 
shown in Figure 4.    

 
According to CEO Murphy, targeting of projects that could be funded with grants or restricted funds 
enabled the expanded capital works program of some $225m (later strongly criticised by Administrator 
Persson) and a much-needed boost to the local economy. The Operational Plan indicates that 40% or 
more of the program comprised water, sewerage and drainage works eligible for WSA funding, and 
other projects that could be funded by developer contributions. 
 
Nevertheless, it appears doubtful that the amendments made to the draft 2020-21 budget reflected 
the full import of Grant Thornton’s Phase 1 findings. From the newspaper’s account of the ‘fiery 
debate’ on 27 July, it seems that several councillors doubted the information presented by 
management and were unwilling to adopt a ‘contractionary’ budget at a time when the community 
needed support through the COVID-19 crisis. As Grant Thornton (2020b) had observed, the 
amalgamation remained incomplete and there were still too many competing priorities, including 
competition for their ‘fair share’ between councillors from the former Gosford and Wyong areas. This 
also reflected the impending impact of rates harmonisation (due at the end of 2020-21) on former 
Gosford ratepayers, who had been paying substantially less than those in the former Wyong (as shown 
earlier in Figure 4).  
 
4.6.5 DMB Consulting Report 

In pointing to the lack of unrestricted cash reserves Grant Thornton (2020a, p.10) had cautioned that 
inappropriate use was being made of restricted funds: 

Restricted funds should not be used to fund general capex [capital works]. As such, in addition to the 
cash impact forecast from COVID-19, it will be necessary to further reduce spending so that restricted 
funds are not used to fund projects that [should] be funded from general revenue.  
 
This advice led the CEO to engage DMB Consulting to review CCC’s management and use of restricted 
funds. DMB presented a ‘draft interim report’ on 3 October 2020, stating that ‘some expenditure over 
the past 12-18 months may have resulted in restricted funds being used contrary to the provisions of 
the Local Government Act 1993’ (Murphy 2020). Despite ‘noting that the draft Interim report 
expressed concerns as to the reliability of the financial information provided to DMB Consulting… [the 
CEO concluded] that there was enough substance for Councillors and the Office of Local Government 
(OLG) to be notified.’40 The storm had broken. 
 
4.7 Role and Effectiveness of Audit 

A key thread running through the story of CCC’s finances has been the role played by external and 
internal audit. This applies particularly to the decision in the 2015-16 financial statements of Gosford 

 
39 ‘Spotlight Interview with Gary Murphy CEO Central Coast Council’ 4 August 2020 
https://www.youtube.com/watch?v=G9UwNbmTx8E) 
40 CEO’s report to Central Coast Council meeting on 12 October 2020 (item 3.8) 
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and Wyong to treat some WSA funds as unrestricted and available for general use, which then went 
unchallenged for another three years. Administrator Hart recently stated that: 

Council is surprised that, when taking over in 2017, the Audit Office did not more heavily scrutinise 
the governance decisions that underpinned that earlier decision … Council has no record that a 
position paper supporting any change to the accounting policy was prepared or considered. Any such 
change to an accounting practice ordinarily requires Council and senior staff (Chief Financial Officer) 
to sign off, and this did not occur… I am surprised that the Auditor General or the Audit Risk 
Improvement Committee (ARIC) did not pick this up, noting it occurred for four consecutive years.41 
 
There are also legitimate questions about whether audit processes were sufficiently rigorous in terms 
of assessing financial management practices more broadly: the 2019-20 audit identified a string of 
issues that appear to have received little or no attention in previous years (see below). And further 
consideration needs to be given to the role of the council’s Audit, Risk and Improvement Committee. 
 
4.7.1 Audit Report 2019-20 

After two postponements and wide-ranging amendments to the original draft submitted by council in 
November 2020, the audited financial statements for 2019-20 and the accompanying Auditor-
General’s report were finally released in May 2021 (Audit Office 2021). The report identified a range 
of deficiencies in financial management, confirming the need for improved systems and processes: 

§ The council was unable to justify its valuation of some infrastructure assets (roads, bridges and 
footpaths) because they had not been revalued since 2015 – a breach of accounting standards. 

§ The responsible accounting officer had not presented the required monthly investment reports 
on five occasions during 2019-20, although they were presented at subsequent council meetings, 
and the reports did not provide needed information for effective cash flow management.  

§ Council lacked a policy setting out legislative and operational requirements for each category of 
externally restricted funds, increasing the risk of misuse. 

§ The draft statements included ‘significant presentation issues, material misstatements and 
disclosure deficiencies’, and there was ‘no documented evidence of timely quality review…’ 

§ Some ‘monthly account reconciliations were not prepared and reviewed on a timely basis.’ 

§ Privileged user access reviews were not carried out for one of the key financial systems. 

§ There was no formal process ‘to regularly review the carrying values of Community and Crown 
Land assets’ against the Valuer-General’s valuations. 

 
However, the central feature of the audit report was its discussion of whether CCC had acted 
unlawfully in treating some WSA revenues as unrestricted funds. This was the damning accusation 
levelled at the councillors and CEO by Administrator Persson in his Interim Report (Persson 2020). The 
Administrator went on to determine – as ‘the council’ – that all WSA funds were to be treated in the 
2019-20 financial statements as externally restricted. That retrospective change in accounting policy 
meant that, firstly, CCC had indeed behaved unlawfully (seemingly a circular argument but the 
approach taken in the audit report); and secondly, that those WSA funds ‘misappropriated’ during 
2019-20 would have to be repaid promptly. This contributed to the need for asset sales and further 
external borrowings.42 An alternative may have been to secure the Minister’s agreement to structure 
the use of the funds as an internal loan repayable over an extended period – the approach 
recommended by TCorp in 2013 (see section 4.2.5 above), but apparently that was not favoured. 

 
41 ‘Administrator says governance around 2016 policy change “beggars belief”’ Coast Community News, 4 June 
2021 
42 ‘Spotlight interview with interim CEO Rick Hart’ 21 January 2021 (view at 
https://www.youtube.com/watch?v=WH4f38-HZmU&feature=youtu.be) 
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In the event, the Auditor-General rejected the Administrator’s view that the elected council had made 
an ‘error’ and deemed his change to the treatment of WSA funds to be a ‘voluntary accounting policy’. 
This is consistent with the Auditor-General’s previous acceptance of CCC’s treatment of WSA funds in 
audits for the four years from 2015-16 to 2018-19, but it sits oddly with her now ‘preferred view’ that 
all WSA funds should be externally restricted (see Box 7). Whatever the reasoning, the conclusion 
reached in the 2019-20 audit – that CCC’s previous interpretation of the relevant legislation was 
‘reasonable’ – casts doubt on the case for suspending the councillors, sacking the CEO and making 
immediate disruptive changes to the council’s operations (see section 5.4).   
 
Box 7: Did Central Coast Council Make ‘Unlawful’ Use of Restricted Funds?  
The Central Coast WSA is regulated under both the Water Management (WM) Act and the LG Act. 
Administrator Persson considered that the LG Act requires all funds held by the WSA to be externally 
restricted, and the draft 2019-20 financial statements were prepared on that basis. Previously 
Central Coast had relied on an interpretation by the former Gosford and Wyong councils that the 
WM Act imposes no restrictions on revenues from special rates and user charges. 

As part of the 2019-20 audit the Auditor General (2021) sought advice from the NSW Solicitor 
General, who indicated that ‘there is merit to the argument that money received under the WM Act 
is not externally restricted for the purposes of the LG Act.’ While the Auditor General’s preferred 
view is that the WSA funds are restricted, ‘the treatment as unrestricted is not without merit. This 
means that there are two reasonably argued interpretations of the legal framework.’ 
 
In her Report on Local Government 2020, the Auditor-General (2021) recommended that: ‘The OLG 
should clarify the legal framework relating to restrictions of water, sewerage and drainage funds 
(restricted reserves) by either seeking an amendment to the relevant legislation or by issuing a policy 
instrument to remove ambiguity from the current framework.’ This followed confirmation by OLG that 
there are no other legal instruments or directions that would alter the Crown Solicitor's advice, and 
that Administrator Persson had relied on an opinion from a private sector firm. The Secretary of the 
Department of Planning, Industry and Environment (within which OLG sits) has since confirmed that 
OLG would issue guidance consistent with the Auditor-General’s preferred view.43 It remains to be 
seen whether that will finally settle the issue. 
 
4.7.2 Internal Audit 

In line with the LG Act, in mid-2017 Administrator Reynolds established an Audit, Risk and 
Improvement Committee (ARIC), comprising three independent members (one of whom is the chair) 
and two councillors, all appointed by the council. The chairperson is one of the independent members, 
all of whom have demonstrated high-level expertise in governance and/or financial management.  
 
The ARIC has a formal Charter (adopted by the council) to guide membership and operations. It seeks: 
‘independent oversight, objective assurance and monitoring of Council’s audit processes, internal 
controls, external reporting, risk management activities, compliance of and with Council’s policies and 
procedures, and performance improvement activities’ (Central Coast Council 2021). Much of the 
ARIC’s time is taken up with ‘good governance’ issues and processes. With respect to financial 
management, the ARIC’s responsibilities relate principally to external audit. They include:  

§ satisfying itself that the annual financial reports comply with applicable Australian Accounting 
Standards and are supported by appropriate management sign-off on the statements and the 
adequacy of internal controls [emphasis added] 

 
43 Letter responding to the Auditor-General’s recommendation from the Secretary of the Department of 
Planning, Industry and Environment, 26 May 2021 
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§ considering significant issues raised in relevant external audit reports and better practice guides, 
and ensuring appropriate action is taken 

§ a forum for communication between council, senior management and internal and external audit 

§ meeting at least annually with the NSW Auditor General (or contract agent) “in-camera” without 
the presence of management. 

 
The ARIC’s role is wide-ranging and demanding. Yet it meets for only a few hours four times each year 
(plus occasional special meetings). This is consistent with standard practice across local government, 
but CCC’s needs for expert advice and wise oversight since the amalgamation have been far from 
normal. A review of published annual reports and meeting agendas suggests that the ARIC had given 
relatively little attention to the quality of financial systems, management and reporting. There is no 
public record of it identifying significant problems with those systems. The ARIC’s working relationships 
were evidently dominated by exchanges with (and to some extent directions from) executive 
management: it does not appear to have provided much advice and guidance directly to the governing 
body of mayor and councillors.44 Moreover, its deliberations were frequently declared confidential and 
its public profile is minimal, so nor was it a vehicle for independent assurance to the community that 
the council is on the right track. 
 
Regarding the recent crisis, the chairperson wrote as follows in the ARIC’s 2020 Annual Report: 

The ARIC first became aware of an issue in June 2020 when the CEO indicated he was having some 
work done by an external consultant to examine the impact on cashflows of COVID-19 and the IPART 
determination on rating. The ARIC assisted management in engaging a consultant… This issue was 
not raised during the External Audit for 2018/2019 or by the Council’s financial management team. 
Both Councillors and the ARIC were made aware of the seriousness of the situation in September 
2020.  
 
This suggests there may have been insufficient communication between the ARIC and senior 
management, given developments in February-March 2020 (Box 6) and the commissioning of Grant 
Thornton in April. Also, it conveys the impression that the ARIC’s role was usually passive rather than 
proactive (which may have been management’s and/or council’s preference), commenting on reports 
presented to it rather than raising issues that needed to be addressed and probing underlying factors. 
Remarkably, the ARIC meeting agenda for 17 June 2020 allocated only 45 minutes to discussion of the 
financial situation, including just 20 minutes for a presentation on the Grant Thornton Phase 1 report. 
Then the ARIC did not meet again until November: according to CEO Murphy (pers. comm.) it was 
approached for guidance and oversight in early October but declined to become involved at that stage.  

 
However, there may be changes afoot. At its meeting on 21 April 2021 the council (Administrator 
Persson) decided that: ‘the role of the Committee be expanded to include greater financial oversight. 
This is considered appropriate to provide advice regarding Council’s financial situation and to monitor 
the controls Council has put in place to better monitor financial performance.’  

 
It should be noted that although the LG Act was amended in 2016 to make provision for ARICs and 
more robust and far-reaching internal audit, those provisions have yet to be promulgated. The Office 
of Local Government (2021) recently issued draft guidelines on Risk Management and Internal Audit 
for Local Councils in NSW, but these will not take full effect until 2026 and seem to focus primarily on 
good governance and risk management rather than the scope for ARiCs to provide financial advice and 
oversight.  

 
44 ‘Spotlight Interview with former mayor Jane Smith’ 2 March 2021 
https://coastcommunitynews.com.au/central-coast/news/2021/03/former-mayor-jane-smith-opens-up-on-
council-woes 
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PART 5: FINDINGS AND IMPLICATIONS 
 
5.1 More to the Story 
 
The local community has been told that the ‘financial calamity’ of CCC was due primarily to 
mismanagement by the councillors elected in 2017, the CEO appointed in 2018, and the CFO who 
served from mid-2019 to mid-2020. They had overspent on staff and capital works, squandered the 
opportunity for savings created by the 2016 amalgamation of Gosford and Wyong, and failed to take 
corrective action when problems became apparent. This had resulted in a massive operating deficit 
and huge debts. Moreover, and crucially, there had been ‘unlawful’ and unauthorised use of restricted 
funds contrary to the provisions of the LG Act. 
 
Certainly, a case can be made that during the 2019-20 financial year and in setting its 2020-21 budget 
the council – both councillors and senior management – was slow to identify and then respond to signs 
that its financial viability was increasingly at risk. Insufficient progress had been made in completing 
the administrative merger of the two former councils; financial systems and processes were not fit-
for-purpose; employee costs were growing rapidly; the capital works program was not being 
monitored effectively; and insufficient action was taken to address the impact of IPART’s decision to 
cut WSA revenues. There are valid questions to be asked about the effectiveness of senior 
management as a team, and the performance of councillors as a governing body.  
 
Also, the 2020-21 budget was arguably at best optimistic, even allowing for the proviso that: ‘We will 
continue to find opportunities for savings and actively seek additional revenue opportunities through 
grant funding and other means and respond with adjustments over the financial year’ (Central Coast 
Council 2020, p.6). The council was rightly concerned to do everything possible to support the local 
community during the COVID-19 crisis, and like many councils across Australia chose to run what was 
expected to be a modest deficit as a means of doing so. That was an entirely reasonable decision, but 
the underlying financial position was weakening. As a result, the council’s failure to take more decisive 
action in mid-2020 to ‘live within its means’ (for example, deeper cuts to expenditure and/or further 
borrowings to fund the capital works program and maintain cashflow) led to the events in October. 
 
But there is more to the Central Coast story. Was this really ‘the greatest financial calamity in the 
history of local government in New South Wales’ as claimed by Administrator Persson, or rather a 
misguided accounting policy and poor financial reporting that needed to be fixed before they created 
a genuine crisis? Did the ‘serious financial situation and liquidity issue’ that then CEO Murphy and the 
council self-reported to the Minister at the beginning of October 2020 warrant immediate suspension 
of the councillors and appointment of an Administrator, or could it have been handled collaboratively 
and with less disruption, as the Minister initially proposed on 6 October?   
 
These questions can only be answered by considering the broader context. The evidence strongly 
suggests that the amalgamation process had been handled poorly and burdened the new council with 
unwarranted ‘great expectations’; that the legacy of the two former councils coupled with the policy 
settings governing the new council created ‘mission impossible’; and that the reaction to the council’s 
financial problems in October 2020 could fairly be described as ‘overkill’. The following sections 
explore those issues and then consider some of the implications for the future of local government 
and local democracy in NSW.  
 
5.2 Great Expectations 
 
Central Coast Council was launched in mid-2016 on the basis that the amalgamation of Gosford and 
Wyong would produce a more efficient and effective organisation that could address the complex 
challenges facing the region, as well as improve infrastructure and services whilst containing the cost 
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to ratepayers. Regrettably, the basis for those assertions, and the claims of financial strength made by 
the former councils, went largely untested both before the amalgamation proceeded, and while it was 
under administration for the first 16 months of its life.  
 
Administrator Reynolds and A/CEO Noble were very conscious of the need to improve financial 
systems and to address underlying issues inherited from the former councils, notably Gosford. 
However, making what Administrator Persson (2020) later described as a ‘catastrophic error’, they 
accepted (no doubt in good faith) 2015-16 financial statements for Gosford and Wyong that treated 
some WSA funds as unrestricted and thus greatly exaggerated CCC’s available funds. They also 
enmeshed the WSA within the council’s general operations, rather than set it up as a clearly defined 
business entity that needed to pay its way and deliver an operating surplus. And the Administrator 
decided (quite properly) to leave the appointment of a ‘permanent’ CEO to an elected council. Whilst 
unintended, the consequences of those decisions proved disastrous. 
 
In early 2017 Administrator Reynolds was quoted as saying that the merger program was transforming 
the organisation to better provide services: 

Our priority is to build a solid foundation in preparation for the newly elected council in September, 
2017, and I believe we are in great shape to achieve that … We have established new legislative and 
governance requirements so we can operate as a single council, implemented a new brand, and 
aligned customer service processes so that residents can do business with us at whichever office they 
want to.45 
 
Later, the 2016-17 Annual Report painted a rosy picture of sound finances and substantial progress: 

Work has progressed on two major projects the community has been asking for, for some time – a 
Regional Performing Arts and Conference Centre for the Gosford waterfront and a Regional Library 
and Learning Centre in the Gosford CBD… we prioritised roads and drainage capital works projects 
throughout the region… in the 2016-17 year with more to come in 2017-18 and beyond… Council is 
committed to helping to create a vibrant and sustainable Central Coast and to provide valuable 
services that strengthen and support the Central Coast community. Our finances are sound and 
strong and we can deliver. 
 
The 2016-17 audited statements appeared to confirm ‘strong finances’, showing a $65m operating 
surplus and $93m in unrestricted funds. These were the messages (right or wrong) delivered to the 
Central Coast community and, crucially, received by the incoming councillors – most of whom had no 
previous experience. It can be no surprise that the new council assumed it could and should continue 
along the path that had been set. Indeed, in 2019 the Premier herself urged the council to press ahead: 

Visiting the Coast on September 30 to announce $2m in funding for an upgrade of Central Coast 
Conservatorium, [Premier] Berejiklian commented on Central Coast Council’s “inactivity” over key 
projects in the Gosford CBD, including the much-anticipated Regional Performing Arts Centre.46  
 
Table 2 in section 4.6 shows that at least until late 2019, there would have been no reason for the 
councillors to question the organisation’s capacity to continue meeting the community’s needs and 
expectations. The PWC report of July 2019 to the CEO and CFO had indicated that essentially all was 
well. Even when the draft financial statements for 2018-19 revealed a sharp decline in unrestricted 
funds, by 30 June 2019 there was still notionally $51m available, plus $114.7m in internally restricted 
funds that the council could unlock if necessary to ensure adequate cashflow. And after the Central 
Coast had been hit by bushfires, floods, coastal erosion and then COVID-19 in late 2019 and early 2020, 

 
45 ‘Central Coast Council to roll out $197.5 million capital works and achieve $10.3 million operating surplus 
Lakes Mail’ 23 February 2017 
46 ‘Deputy Mayor calls out Premier after several failed attempts to meet’ Coast Community News, 18 October 
2019 
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the council had little choice but to spend substantial sums to support the community and local 
economy – as were many of its counterparts across NSW and Australia. 
 
5.3 Mission Impossible? 
 
It is now beyond doubt that the councillors elected in September 2017 had in fact inherited an 
organisation with significant underlying weaknesses due to the financial legacy of Gosford and Wyong 
(see section 4.1), a revolving door of CEOs and senior managers, delays in completing key 
administrative components of the amalgamation, and a fragile WSA. There were still many millions to 
be spent on IT and financial systems; staff costs were being ‘levelled-up’ across the former councils; 
and the state government had imposed a series of questionable policies and revenue constraints that 
made it impossible to achieve claimed benefits of amalgamation during CCC’s first term: 

§ Limited financial assistance towards transition costs, with no differential for the greater 
challenges faced by very large, more complex councils  

§ The 3-year ban on forced redundancies, which while not unreasonable in itself delays the 
achievement of savings 

§ The 4-year ‘rate path freeze’ (later extended to 5 years), which also denied amalgamated 
councils the right to apply for SRVs, regardless of their circumstances47 

§ No allowance for population growth (over and above the increased number of rateable 
properties) in calculating of the annual rate-pegging limit (only now being addressed) 

§ The delayed response to, and subsequent rejection of, key IPART recommendations to reform 
the rating system and lift unrealistic limits on fees and charges 

§ The complex and restrictive system of developer (infrastructure) contributions, not addressed 
until 2020 

§ Restricted access to borrowing through TCorp. 
 
That combination of factors indicates that, depending on how the accounting rules around restricted 
funds are interpreted, the ‘austerity budget’ introduced by Administrator Persson was actually 
required from the very beginning of the amalgamated council – but that could not have happened 
without dashing the state’s expectations and departing from its policies. In reality, CCC never had 
sufficient revenues and available cash to improve services, tackle the infrastructure backlog, invest in 
major new facilities, and do all this while keeping rates at levels well below those of adjoining councils. 
These were precisely the likely difficulties pointed out by TCorp in its 2013 report on the sustainability 
of the local government sector (including specific assessments of Gosford and Wyong), but which had 
been overlooked during the merger process. And CCC was not alone: when the rate path freeze was 
finally lifted other amalgamated councils submitted applications for large ‘catch-up’ increases:  

Four merged councils across Sydney will charge hundreds of thousands of ratepayers extra rate 
payments from July, despite widespread opposition from residents, following a decision by the pricing 
regulator… the Independent Pricng and Regulatory Tribunal… approved an application from the 
Canterbury Bankstown council to lift its rates by 36.34 per cent over five years, while Georges River 
Council will charge 32.6 per cent more in rates, also spread over five years.48 
 
CCC’s problems were later compounded by IPART’s decision to cut its proposed water and sewer 
rates and charges by 10% per annum. This underlined the significance of the failure to structure the 
WSA as an arms-length entity or ‘black box’ business unit, and subsequent deficiencies in 

 
47 ’Rates time bomb for NSW mega councils’ Government News, 26 April 2016 
48 ‘Rates for four merged Sydney council areas to rise as regulator approves increases’ Sydney Morning Herald, 
17 May 2021 
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management. It also reflected the lack of a collaborative, holistic approach on the part of state 
regulators of local government (see section 5.5.4).  
 
All this invites a conclusion that once the direction for CCC had been set by the merger process and 16 
months of administration until September 2017, the task facing the elected council became ‘mission 
impossible’. As discussed in section 1.2, the Central Coast is a highly complex and dynamic sub-region 
that is always going to be costly to manage, but this factor was discounted when the amalgamation 
was championed and expectations were raised. And whilst CCC’s budget can be downsized and thus 
‘fixed’ in a narrow sense, what then are the prospects for pursuing the mission articulated by A/CEO 
Noble (Central Coast Council 2017, p.18): helping to create a vibrant and sustainable Central Coast and 
to provide valuable services that strengthen and support the Central Coast community?  
 
5.4 Overkill? 
 
Another central question concerns the unexplained U-turn in the Minister’s response to the council’s 
admission that it faced serious financial and liquidity issues: from appointing a financial controller and 
human resources adviser to ‘identify options to address the issues as quickly as possible’ on 6 October 
2020; to a notice of intention to suspend the councillors on the 21st. Was suspension ‘overkill’, and 
could much of the resulting disruption have been avoided?  
 
The case for suspension and later dismissal (subject to a public inquiry) was made by Administrator 
Persson in his final report (Persson 2021b). Key points are summarised in Box 8, together with possible 
alternative views that have emerged from the research for this paper. The purpose here is not to 
determine ‘right and wrong’, but to highlight areas where judgements (and ultimately conclusions 
about appropriate courses of action) may reasonably differ. 
 
Box 8: Issues Involved in the Councillors’ Suspension and Potential Dismissal 
Administrator’s Final Report* Alternative View 
The first mayor and CEO Murphy drove 
the council on an expansionist journey 

The ‘expansionist journey’ had begun before they 
became involved and was consistent with the state 
government’s expectations at the time of the merger 

The newly merged council fell quickly into 
adversarial mode and point-scoring 

Councillors are elected politicians and such behaviour 
occurs at all levels of government; the issue is the extent 
to which it impeded good governance; there were also 
indications of political interference49 

Councillors had little or no interest in 
achieving savings from the merger; they 
increased spending with little regard for 
the financial consequences  

There was no evidence before late 2019 that savings 
beyond those put in train by Administrator Reynolds 
were required, nor that serious financial consequences 
were likely  

Nothing excuses the negligence of those 
in charge for doing too little, too late: 
hard decisions should have been taken 
after IPART cut WSA rates and charges 

Whilst the response to the issues that arose in late 2018-
19 and through 2019-20 was too slow, and the 2020-21 
budget was too optimistic, by October 2020 the council 
had thoroughly investigated the issues and begun 
making significant cuts to spending  

They must have known that even using 
restricted funds the money would 
eventually run out 

The $89m deficit for 2019-20 was not confirmed until 
August 202050; nor the use of restricted funds until late 
September; at 30/6/20 there was still $363m net in 
reserves (restricted but available for some capital works)   

 
49 See section 2.1 and Persson (2021b, p.5) 
50 CEO Murphy, pers. comm.  
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Two years of massive operating losses 
required a new long-term plan with deep 
cuts to balance the budget and pay down 
$565m debt 

Excluding planned redundancy costs of $45m in 2020-21, 
the combined deficit for 2018-20 was about $160m; both 
the deficit and debt were manageable by a council of this 
size; the council had committed to a new long-term plan  

None of those involved have explained 
what they were going to do 

They had only just discovered the true extent of the 
problems, but had initiated the Recovery Plan – and 
apparently were never asked to explain their response  

* paraphrased 
 
As regards the ‘$565m’ debt, it is important to note that originally $317m was inherited from the 
former Gosford and Wyong. By June 2020 that figure had been reduced to $237m and almost all was 
‘commercial’ borrowing for the WSA, which had the revenue capacity to carry that amount of debt.51 
Also, given the Solicitor General’s advice and contrary to Administrator Persson’s (2020) opinion, it 
now appears that the council was under no firm legal obligation to repay the whole of the amount 
‘borrowed’ from restricted reserves. It had always been able to ‘de-restrict’ some or most of the 
internally restricted funds. For a council of Central Coast’s size, substantial debt is appropriate and 
manageable. As TCorp observed in its 2013 report (p.63): ‘Debt is underutilised [by NSW councils] and 
there are opportunities for it to be structured in a more cost-effective manner.’ This applies particularly 
to borrowing for capital works, especially major long-life infrastructure assets. It follows that on its 
own the amount of debt should not be used as an alarmist headline.  
 
Administrator Persson (2021b) also made several telling observations on the ‘other side of the story’: 

§ There was ‘absolutely no evidence’ of corruption. 

§ The former Gosford Council had presented a distorted picture of its true financial position. 

§ Both former councils had identified the need for substantial rate increases, which the state 
government delayed. 

§ ‘A number of NSW government decisions for merged councils have not helped them succeed, 
both in a financial sense and in a governance sense.’ 

§ The ‘counterproductive political dynamic was not helped by some state MPs from both the major 
parties using council decisions/issues to score political points. They continue to do so today.’ 

 
The last point is crucial. Given the public statement made in mid-October 2020 by the two Liberal 
councillors who resigned (reported above in section 2.1), it does appear that party politics may have 
influenced the Minister’s eventual decision to appoint an administrator. As discussed earlier, the 
Minister has twice determined not to take the option of making a PIO and appointing a financial 
controller: on the first occasion in late October 2020 when the council had self-reported its problems 
and already initiated corrective action; and after six months of suspension when Administrator Persson 
had taken most of the critical decisions and a financial controller could have ensured they were 
followed through. By then, it was also evident that the Solicitor General was casting doubt on the 
argument that the council had ‘unlawfully’ treated WSA funds as unrestricted – evidently a ‘hanging 
offence’.  
 
For reasons which are again unclear, the Minister also refused the council’s request in mid-October 
2020 to maintain liquidity by making further use of externally restricted funds (through a formal 
internal loan as envisaged under section 410 of the LG Act). Certainly, adequate funds were available 
to support ongoing operations for some time until sufficient rates income had been received, 
additional external borrowing could be secured, and expenditure savings were realised. indeed, it 

 
51 ‘Latest financial reports reveal almost all Council debt is Water Supply Authority’ Coast Community News, 19 
May 2012 
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seems that further use of externally restricted funds may have been made during the first weeks of 
Administrator Persson’s tenure while bank loans were being arranged – the Minister’s ‘advance’ of 
$6.2m would not have funded CCC’s normal operations for more than a week or two. 
 
On balance, it would be reasonable to conclude that there was a premature ‘rush to judgement’ 
against the councillors in October 2020, and that the case for their suspension was overstated. It is 
worth asking what might have happened had CCC not ‘broadcast’ a ‘serious financial situation’ but 
instead quietly set about correcting its accounting errors, implementing its Recovery Plan and 
progressively taking measures similar to those subsequently adopted by Administrator Persson. Would 
the 2019-20 audit have picked up the questionable treatment of WSA funds that had been overlooked 
for four years? What would the Minister have done had the underlying problem only become clear 
once it was well on the way to being ‘fixed’? 
 
5.5 Broader Implications 
 
The Central Coast experience highlights two underlying trends that require close consideration: 

• All levels of government in Australia are facing dramatic changes in their operating environments 
driven by global forces (population growth and movements, geo-politics, economic disruption, 
pandemics) and the direct impacts of climate change – by 2061 bushfires, sea level rise, 
heatwaves and loss of agricultural production could cost NSW up to A$17.2 billion a year (Wood 
et al 2021). 

• Within the next decade or two, it is likely that NSW will have 3 local governments with 
populations in excess of 400,000; another 4 over 300,000; and another 8 over 200,000 – and in 
several cases their annual budgets will approach or exceed $1bn.  

 
Currently, NSW lacks an overarching policy on the role local governments can and should play to 
address ‘big picture’ challenges, and how councils may best contribute to the broader system of 
government. Central Coast presents as a classic example of systemic failure, within both the council 
itself and amongst the relevant state agencies. There was no collective understanding of the issues 
and opportunities inherent in creating a local government of such scale and complexity, and no 
attempt was made to tailor policy and regulation to Central Coast’s specific circumstances as a means 
to achieve desired outcomes. The amalgamation process was approached in the same way as the 
merger of small rural councils, or suburban councils in metropolitan Sydney, and ‘red flags’ were 
ignored. Later, the highly complex and demanding task of launching the new organisation was left to 
a lone administrator.  
 
Critical lessons need to be learned if local democracy is to flourish and large councils like Central Coast, 
especially those established by means of a merger, are to operate efficiently, effectively and 
sustainably.  
 
5.5.1 Valuing Local Democracy 

All too often NSW has seen councils suspended or dismissed for alleged failures or wrongdoing. 
Administrators are then installed to ‘fix’ the specific local problems involved, but little or no attempt 
is made to understand and address systemic issues that require attention. When broader steps are 
taken, they may involve increased regulation and sometimes more scope for ministerial intervention.  
 
The current situation at Central Coast again demonstrates the fragility of local democracy in NSW, 
captured in the Minister’s statement on 26 April: ‘Public interest trumps democracy and we have to 
do what's best for the ratepayers.’ This begs the question: what about all the citizens? Alone amongst 
the states, the NSW constitution defines local government as comprising ‘elected or appointed’ bodies, 
and there is now an ingrained tendency on both sides of state politics to replace elected councillors 
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with appointed administrators when significant problems need to be addressed. The LG Act has been 
amended more than once to give the Minister alternative ways to intervene when necessary, yet 
suspension of democratically elected councillors remains a regular occurrence. 
 
Moreover, the powers of the NSW Minister are essentially unfettered: he or she must consider certain 
criteria before suspending councillors, but those criteria are very broad and include, for example: ‘any 
other matter that, in the opinion of the Minister, is relevant to the suspension of the council’ (Local 
Government General Regulation 2021, 413E). Similarly, the minister may recommend that the 
Governor dismiss a council simply after ‘considering’ the findings of a public inquiry or whether a 
council has complied with a PIO (LG Act s.255). In Victoria, by contrast, a suspension order may be 
disallowed by either house of parliament, and dismissal of a council requires a special Act. 
 
There will be times when a governing body of councillors becomes utterly dysfunctional, or 
demonstrably incapable of dealing with deep-seated administrative problems, and a ‘time-out’ or 
‘circuit-breaker’ can be helpful. Perhaps that applied to Central Coast in October 2020, but the council 
was not given an opportunity to show otherwise. Moreover, as noted above, even after Administrator 
Persson had righted the ship, the Minister found it appropriate to use the vehicle of a further inquiry 
to delay the return of an elected council for at least another year.  
 
Administrator Persson had argued vigorously for an extended period of administration and even 
proposed that none of the suspended councillors should be allowed to stand at the next election. He 
also took steps to hold a ‘constitutional’ referendum of electors to reduce the number of councillors 
from 15 to 9, preferably elected ‘at large’ or with just 3 rather than 5 wards. This is a powerful 
statement of the widely-held ‘managerialist’ view of local government: it sees the dominant purpose 
of councils to be the business-like delivery of a limited range of ‘essential’ services, overseen by 
councillors working as a ‘board of directors’ rather than elected representatives of the community, 
and with all operational matters in the hands of senior management. This may offer the attractive 
prospect of local councils becoming placid agents of the state – ‘line managers’ (AHURI 2021) – without 
the messy complications of representative democracy and community advocacy. But simplistic 
managerialist solutions are untenable precisely because unlike company directors councillors are 
elected to represent constituents and will behave accordingly. As Administrator Persson acknowledged, 
there is no guarantee that a group of 9 councillors will be any more cohesive and strategic than one of 
15, especially if they are working in a highly-charged political environment.   
 
§ The NSW government and the local government sector need to re-think how local democracy 

can be enhanced and better protected. Particular consideration should be given to very large 
local government areas where in future there may be just one councillor for every 20-30,000 or 
more people. In such circumstances meaningful local democracy would seem to require more 
than the current maximum of 15 councillors; full-time councillors with dedicated staff support 
(as in the city of Brisbane); or some form of elected ‘neighbourhood councils’ with delegated 
functions.  

 
5.5.2 Implementing Mergers  

Administrator Persson’s (2021b) assertion that: ‘There is absolutely no evidence that the financial 
collapse of the CCC was caused by the 2016 merger’ appears correct in the sense that in itself the act 
of merging Gosford and Wyong did not lead inevitably to the crisis in October 2020. Regrettably, there 
is no definitive evidence because the state government failed to act on the ILGRP’s proposal that the 
two options of a merger and a ‘strong’ Joint Organisation should both be examined in more detail; nor 
on Delegate Rayner’s recommendation that a baseline measurement of performance, service levels 
and infrastructure backlog at the time of a merger should be carried out in order to assess future 
progress in achieving benefits. However, as explained in Part 3, there is little doubt that the merger 
process was disastrous.  
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The NSW government’s handling of the 2016 amalgamations has been described as a ‘Study in How 
Not to Tackle Hard Policy’ (Blayden 2017). The overarching strategy focused primarily on the potential 
to cut costs, but expert advice from bodies such as TCorp and IPART was overlooked and the financial 
analysis of specific merger proposals was paper thin. Warnings about flaws in the legal process for 
amalgamations were likewise set aside, and the required public inquiries were rushed and superficial, 
leading to adverse findings by the courts.  
 
Where appropriate and well planned, mergers can bring substantial benefits, but experience across 
Australia and internationally shows that realising those benefits takes a considerable time (5-10 years 
rather than 3-5) and cannot be left to chance (Hoffman and Talbot 2013). As Administrator Persson 
pointed out: ‘not all pre-merged councils were as ‘Fit for the Future’ as others.’ Rigorous due diligence 
is essential before mergers proceed, and the legislative process in the LG Act needs to be re-designed 
to ensure thorough and truly independent inquiries, and to prevent arbitrary, ill-considered decisions 
(ILGRP 2013). As Hoffman and Talbot conclude: ‘Amalgamations are an opportunity, not an outcome… 
Success will and has been achieved over time (5-10 years) depending on leadership, policy choices and 
response to external impacts.’  
 
§ It seems unlikely that further amalgamations will be attempted in NSW for the foreseeable 

future, but history shows that sooner or later circumstances will lead to another round. In 2015 
South Australia undertook a review of the amalgamation process set out in its LG Act which led 
to agreement between the state government and local government association on far-reaching 
amendments. NSW should undertake a similar review. 

 
5.5.3 Management and Oversight of Very Large Councils 

NSW has an essentially ‘one size fits all’ approach to local government regulation and oversight, for 
the most part regardless of the scale and complexity of the localities that councils serve and the range 
of functions they perform. Both state agencies and the local government sector itself lean towards a 
‘lowest common denominator’ mindset in the way they think about the scope and potential of local 
government. The significance of the emerging group of ‘super councils’ and their capacity to play a 
stronger role as a valued partner of the state – neither a rival nor an underling – has yet to be explored. 
 
CCC is a very large and complex local government by any measure. Its governing body (first 
Administrator Reynolds, later the councillors elected in 2017) and senior management were placed 
under enormous pressure not only to come to terms with working at such a scale, but also to bed-
down the amalgamation of Gosford and Wyong and quickly realise the benefits that the community 
was led to expect. The difficulty of this task was not foreseen. Management consultancy Centium 
(2020) recently commented as follows: 
 
The reality of creating these merged Councils has precipitated the need for new approaches to almost 
everything - from strategies and policies to creating teams and organisation structures, new identities 
and branding. It has also resulted in new approaches to community relations, systems and service 
standards, and creating new operational procedures for delivering programs and initiatives…There 
has been some recent negative press blaming the merged Councils for their financial woes. We 
believe that blaming the Councils for their financial losses doesn’t factor in the almost complete 
reinvention that needs to happen in order to create the new Council.  
 
Councils like Central Coast are not just bigger, they are different and demand fresh thinking about 
legislation and policy, financial governance, organisation structure, management skills and priorities, 
internal and external relationships, and so on. In cases such as Blacktown, Wollongong or Lake 
Macquarie, where growth has taken place over a long period of time, councillors and management 
could learn progressively how to operate successfully at a much larger scale. But when a local 
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government with a population of 340,000 and a budget of $600m is created overnight the learning 
curve is mountainous. CCC was simply left to its own devices, and hamstrung by wrong-headed policies 
and inappropriate regulation, when what it needed was constructive support – skilled oversight by key 
state agencies working as a team; expert guidance on what systems to put in place; specialised training 
for managers and councillors. To a lesser degree, all very large and complex councils may need such 
support from time to time. 
 
§ Looking to the future, there is an urgent need for a conversation about the contribution ‘super 

councils’ should make to local and especially metropolitan and regional governance; and how 
to achieve the best possible outcomes for communities, regions and the state as a whole. This 
should identify necessary changes to the policy and regulatory framework, as well as 
mechanisms for coordinated oversight and support (see also below re a Local Government 
Commission).  

§ A major effort is required to ensure that there are sufficient senior professionals and managers 
(especially prospective CEOs) across local government with the skills and experience required 
to run big organisations and budgets. Again, the relevant state agencies and sector peak bodies 
should come together to address this issue, including by arranging professional development 
programs, mentoring and peer-to-peer exchanges. The Western Australia Local Government 
Review Panel (2020) recommended that such programs should be mandatory for CEOs and 
divisional chiefs before or immediately after they take up positions in much larger councils.  

§ Similarly, ongoing professional development is essential for councillors (well beyond induction 
programs), with supplementary modules for mayors. 

 
5.5.4 Financial Regulation and Guidance 

Events at Central Coast point to serious flaws and gaps in the financial regulation and guidance of NSW 
local government. Again, these are of particular concern in the case of very large councils where the 
risks – but also the opportunities – are greatest. As discussed in section 4.2, the need to review policies 
around rate-pegging, the broader rating system, restricted funds and use of debt was highlighted eight 
years ago in the reports of the ILGRP and TCorp, but very little change has taken place in response.  
 
With respect to restricted funds – the core issue at Central Coast – Administrator Hart recently 
commented that: ‘the government needed to make up its mind on [restricting] internal and external 
fund accounts. If it wanted to keep them, it needed to monitor them, councils needed to be required 
to report on them and they needed to be audited. The other option is to take [restricted funds] away 
… This option would allow the community and council to decide together how that money is spent and 
allow…  the community to decide [at the next elections] if the councillors had done the right thing with 
those monies.’52 
 
Administrator Hart has also expressed concern and frustration with IPART placing a 3-year limit on SRV 
recently granted to CCC, and failing to recognise the need for a permanent, and almost certainly 
greater, increase in rates to restore the council’s long-term financial position. He noted that the council 
will need to factor in another restructure in three years’ time if it is not allowed to keep its rate rise 
permanently in the budget … And that could potentially mean a further reduction in staff and 
services.53 
 
Action appears necessary on several fronts: 

 
52 ‘Administrator says governance around 2016 policy change “beggars belief”’ Coast Community News, 4 June 
2021 
53 ‘A Plan B needed if special rate variation is not extended beyond three years – Hart’ Coast Community News, 
19 July 2021 
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§ Coordinated financial oversight of, and guidance to, councils by relevant state agencies and 
sector peak bodies. The government accepted a recommendation of the ILGRP (2013) for a 
‘Fiscal Responsibility’ program including such coordination, but that idea appears to have 
languished. A collective understanding of councils’ financial circumstances across OLG, IPART, 
TCorp, DPIE (re developer contributions) and the Auditor-General is essential to avoid possibly 
damaging decisions being taken in isolation. 

§ The potential adverse impacts of arbitrary limits on councils’ revenues should be reconsidered. 
As TCorp recommended in 2013, councils need secure medium-term rates paths that address 
underlying costs as well as year-on-year increases. Rate-pegging could be re-modelled to focus 
on monitoring councils’ long-term financial plans and their performance against those plans, 
along the lines of the system recently introduced in South Australia.54  As well, IPART’s 
proposals to address excessive rating concessions and exemptions, as well as statutory limits 
on fees and charges that prevent cost recovery, should be revisited.  

§ Sound financial management is paramount in large councils and needs to be a core duty, skill 
set and collective responsibility of all senior managers, with a specialist CFO reporting directly 
to the CEO as a member of the executive team. 

§ The ‘treasury’ (funds management) function within councils requires particular attention, 
along with the removal of unwarranted restrictions on the use of particular funds (as 
recommended by TCorp in 2013), with a view to making better use of available cash assets and 
reducing the need for external borrowings. With more rigorous long-term financial plans, 
budget processes and auditing, formal internal loans from one fund to another could become 
the norm and replace restrictions.  

§ Audit, Risk and Improvement Committees should play a stronger role in oversighting financial 
management, providing advice directly to the elected council, and publicly assuring the 
community that the council’s operations and performance are sound.55 

 
5.5.5 A Local Government Commission? 

Questions also arise concerning whether OLG has the identity, status, resources and expertise required 
to oversight and guide an ever more complex and diverse system of local government facing often 
unpredictable challenges and change. For many years there was a separate Department of Local 
Government. A decade ago it had become a Division within the Department of Premier and Cabinet, 
still potentially well-placed to promote whole-of-government responses to local government issues. 
Now OLG’s functions are embedded within the Department of Planning, Industry and Environment. 
There seems to be a preoccupation with ‘policing’ the actions of individual councils, and the detail of 
councils’ governance and operations, rather than formulating overarching policies and mapping future 
pathways for local government to maximise its contribution to community wellbeing. 
 
Reviews of local government in South Australia in 2012-13 (Local Excellence Expert Panel 2013), and 
in Western Australia in 2019-20 (Western Australia Local Government Review Panel (2020), both 
proposed establishing an independent Local Government Commission that would, in broad terms, 
explore key issues, recommend strategic directions and initiate priority programs for development and 
improvement of the sector’s performance. Such a Commission could also subsume existing statutory 
bodies such as the Local Government Grants Commission and Boundaries Commission. In NSW, its 
strategic role could complement and inform the legislative and regulatory oversight functions of OLG.  
 

 
54 The South Australia Local Government Act has been amended to empower the Essential Services Commission 
(the SA equivalent of IPART) to review each council’s long-term financial and asset plans every 3 years and to 
publish its findings, to which the council must respond. 
55 This approach was recommended by the Western Australia Local Government Review Panel (2020)  



Not So Simple: the origins and implications of Central Coast Council’s ‘financial calamity’ 48 

5.6  Conclusion 
  
The available evidence suggests that in the final analysis CCC’s misdemeanours amounted to perhaps 
excessive bickering and barrow-pushing on the part of some councillors; a presumed (but not proven) 
breach of accounting standards; and a tardy response to emerging (but far from insuperable) financial 
problems. There was no evidence of fraud or corruption or wilful mismanagement; and at the time of 
its suspension the council was taking action to restore its financial position. 
 
CCC was built on shaky foundations with neither proper plans and specifications, nor the freedom to 
raise essential revenue. From Day One it never had sufficient resources to meet the unrealistic 
expectations that characterised the merger of Gosford and Wyong. To comply from the outset with 
the now ‘preferred’ interpretation of the accounting rules for restricted funds, ‘austerity budgets’ like 
that introduced in November 2020 should have been in place much earlier – but would have been 
contrary to the state government’s policies. 
 
The councillors elected in September 2017 inherited the optimistic agenda set by the merger proposal 
and pursued during sixteen months of administration. There were no indications at that time or for 
the next 2-3 years that continued efforts to improve infrastructure and services were unaffordable. 
Not unreasonably they followed that path. 
 
However, the organisation struggled to come to terms with the greatly increased scale of operations: 
management systems and processes were not fit-for-purpose, and there was a revolving door of senior 
executives. What CCC needed was constructive support – skilled oversight by key state agencies 
working together; expert guidance on what systems to put in place; specialised training for managers 
and councillors; additional support to meet transition costs. Instead, it was left to its own devices. 
 
In the end the underlying weaknesses proved too much and the combination of an accounting ‘error’ 
(later found to be a ‘treatment… not without merit’), questionable funds management and an $89m 
annual deficit created an atmosphere of crisis. Because CCC’s budget is so large, the big dollars involved 
provoked alarm: NSW is not accustomed to having councils that may incur – yet survive – accumulated 
losses of $100m or more. Words like ‘calamity’ and ‘catastrophic’ were used when a more measured 
response would have been appropriate and avoided unwarranted damage to public confidence. 
 
By October 2020 Central Coast had undoubtedly reached a threshold that required urgent and decisive 
action to ensure liquidity, address deficiencies in financial management systems and formulate a new 
long-term plan. The steps taken by the two administrators since then have put CCC ‘back on track’. But 
in all probability those same steps could have been taken, under a PIO and with a financial controller, 
by the elected councillors and former CEO. The big difference since October 2020 is that the original 
expectations for the merged council have been largely abandoned, and critical constraints imposed by 
state policies have been or are being lifted.  
 
Retaining an elected council would also have recognised the value of local democracy; that there were 
systemic issues to be addressed; and that at least in some respects state agencies and politicians had 
been less than helpful. Installing an administrator to ‘fix the council’ gave a ‘free pass’ to others who 
should be reflecting on how they might have facilitated a better outcome.  
 
For the foreseeable future Central Coast will have a council that follows the accounting rules and has 
hundreds of millions ‘in the bank’, but increased external debt, less capacity to deliver services and 
infrastructure, diminished credibility and, quite possibly, weaker democratic foundations. This can 
hardly be considered a satisfactory outcome. In the near future a new group of councillors will have to 
start afresh: it would be a tragedy if the Central Coast experience is not seen as an opportunity for 
learning by all concerned and the response is just a ‘blame game’. There is too much at stake. 
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