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•• .. l Credit review summary 

Brisbane City Council 

Date of review September 2012 

QTC ratings 2012 rating: 

201 1 rating: 

2010 rating: 

Strong rating 

Strong rating 

Strong rating 

Neutral outlook 

Developing outlook 

Negative outlook 

Rating rationale 

Brisbane City Council (BCC or Council) has a strong balance sheet and derives stable rates and 
utility revenue from its large and diverse pool of rateable properties, including residential, 

commercial and industrial properties. It also has capacity to increase rates and utility revenue, if 
necessary, to balance i'ts operating budget, meet debt service requirements or expand services. 

During FY2012, BCC made progress on key issues that had influenced the assignment of a 
'Developing' outlook in the 2011 Credit Review: 

• 

• 

• 

Implementation of 'transformation' projects: BCC progressed its process redesign and 
restructuring project, with the phase of work redesign and organisational. rest.1.uctuting 
now largely completed. While some operating efficiencies have already been achieved the 
major benefits will be realised after FY2015 when new processes and systems have been 
fully i.tnplemen ted. 

Reduction in operating deficit (excluding capital items but including volunta1y redundancy 
expenses): the FY20121 operating deficit was reduced to $20 million or 1.2 per cent of 
recuxrent revenue (FY2011 4.0 per cent), after averaging 6.5 per cent deficit in the period 
FY2008 to FY201 1. 

Prioritised tepair of flood damage: BCC has reprioritised operating and capital expenditure 
to ensure flood-damaged infrastlucture is being promptly tepaired. The net cost to BCC of 
the floods after receipt of reimbursement from the National Disastei: Relief and Recove1-y 
Arrangements (NDRRA) funding prog1'.am and insurance has been and is expected to be 
within Council's financial capacity. The NDRRA has been an integral component in 
limiting the financial impact of the floods on Council's financial profile. 

BCC's forecast financial profile is also influenced by: 

• Increasing debt levels: BCC's $2,026 million capital expenditure program from FY2013 to 
FY2014 is forecast to result in gross debt peaking at $2,415 million in FY2014, with a net 
debt to recurrent revenue ratio of 116 per cent (FY2012 73 per cent). 

1 The Brisbane City Council Annual Financial Statements 30 June 2012 is the primai.y source of data for 
FY2012. Council's 2012 Financial Sustainability Model and summru.y Legacy Way model are the primary 
sow:ces of data for all o ther historical years and the forecast years. 
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• Legacy Way: Constmction is progressing on this $1,724 million toll road project under a 
fixed-price conb:act. More than 50 pet cent of the interest rate risk on the project related 
borrowings has been hedged. BCC is expecting Legacy Way to generate operating deficits 
in each forecast year presented (FY2016 to FY2021), peaking at $97 million in its first year 
of operation. These operating deficits could increase if traffic forecasts do not .tneet BCC's 
base case expectations as BCC is assuming full traffic risk. 

• The financial benefits Council is e:i-.'Pecting to realise from the $194 million transformation 
project. 

BCC has been assigned a Strong rating, which is unchanged from FY2011, with the 
outlook changed from Developing to Neutral. 

BCC has retained its Strong rating. It has reduced its operating deficit in each of the past two 

years and has demonstrated its comrnittnent to gene.rating balanced operating results. The 

change in outlook reflects BCC's progress in the implementation of the transformation 

projects and tight control of the capital expenditure program with no new large projects 

forecast. 

There could be downward pressure on Council's rating and/ or outlook in the future if it is 

unable to significantly deliver on the operating efficiencies included in its forecasts and 

resultant balanced operating results. 

Specific factors impacting BCC's credit rating are detailed below. 

1. BCC has the statutory power to regulate rates and rates revenue under the City of 
Brisbane Act 2010. 

BCC has its own power to levy rates and is generally only reliant on State and Australian 
Government contributions for major capital projects. This, coupled with its large and 
diverse ratepayer base, provides Council with revenue flexibility and capacity . . 

2. Improving trend in operating results with a small FY2012 deficit of 1.2 per cent of 
recurrent revenue. 

BCC's FY2012 operating result (before capital contributions) was a deficit of 1.2 per cent 
of recurrent revenue ($20 million), which was an improvement from the FY2011 deficit of 
4.0 per cent ($67 million) and the FY2008 deficit of 8.3 per cent as shown in the following 
table: 

Actual Forecast 

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 

Operating result ($M) (129) (11 4) (131) (67) (20} 55 67 63 0 84 

Operating (8.3) (6.7) (7.2) (4.0) (1 .2) 3.0 3.5 3.4 0.0 4.1 
resultfTotal recurrent 
revenue(%} 

While. BCC is yet to report a positive operating result, the significant improvement stems 
from tightening controls over operating expenses and focus on imprnving its operating 
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position. It is essential BCC maintains this focus on generating balanced operating results. 
In each of the years FY2017 to FY2021 operating smpluses are forecast, averaging 5.3 per 
cent of recutrent revenue. 

3. Regular rates increases used to fund operating activities, increases in seivices and 
contribute to expansion of infrastructure. 

BCC has historically impleme.nted regular incteases to rates and utility charges including 
incteases above the Consumer Price Index (CPI), and has expanded its rates base to fund 
operating activities and contii.bute to the funding for the expansion of services/ 
infrastl:ucture. While Council recognises the need to ensure rate increases reflect current 
operating conditions, the FY2012 increase for owner-occupied residential properties of 1.8 
per cent was below CPI (Council's assumption for CPI is 2.5 per cent). The FY2013 
budgeted increase is 2.5 per cent plus 1.9 per cent carbon tax cost recovety. The forecast 
revenue for FY2014 and FY2015 is based on rate incteases above forecast CPI and growth 
in rateable properties. 

Council's histo1-y of moderate increases improves its capacity to consider above CPI rate 
increases as part of its future ratings strategy. 

4. Unlike State and Commonwealth governments, BCC's revenues ate not volatile 
and are not as highly correlated to economic conditions. 

5. BCC's FY2012 balance sheet is strong, with increasing but still moderate net debt 
of $1,277 million (FY2011 $886 million) and high community equity of $18,741 
million (FY2011 $19,335 million). 

The increase in net debt during FY2012 relates primarily to the Legacy Way project while 
the decrease in cotnmtmity equity includes $630 1nillion reduction in the asset revaluation 
reserve. The main components of the deci:ease were flood affected land and the write­
down of CLEM7. 

6. New infrastructure has been appropriately financed. 

The expansion of infrastructure is being undertaken in a planned and coordinated manner. 
It has been generally financed in an appropriate and p1udent manner ensuring the cost is 
borne by both users and ratepayers throughout the life of the assets, thereby ensuring the 
cost of long-term infrasttucture is met equitably across generations. 

BCC has demonstrated its flexibility in the timing of delivery of some of its capital 
expenditure program by reprioritising many projects since the flood. However, Legacy 
Way expenditute cannot be defetred now that constl.uction has begun. 

7. Experienced senior management team. 

BCC has an experienced senior management team in place and advised tl1at the recent loss 
of three senior executives to the State Government has been successfully managed, 
demonstrating their depth of management. 

8. Demonstrated capability to deliver core services and manage major infrastructure 
projects. 

The most significant factors contributing adversely to the Strong rating are: 

1. Forecast operating surpluses remain reliant on efficiency gains and cost reductions 
from restructuring, process improvement and continued tight cost control. 
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Operating deficits have averaged 6.5 per cent of recurrent revenue in the period FY2008 
to FY2011. However, BCC is focusing on achieving balanced operating results from 
FY2013 through implementing rates increases, tight expense control and successful 
execution of the transformation projects. The transition to operating suiplus in FY2013 
could be at risk if the forecast savings to employee expenses do not occur or there is a 
lower than forecast level of capitalisation of expenses. 

2. Delivery risk on both BCC's process re-engineering projects and large 
infrastructure program 

3. Large capital expenditure program is materially increasing debt levels and the 
future debt service payments. 

BCC is forecasting payments for capital expenditure of $2,026 million in the period 
FY2013 to FY2014. This will result in an increase in BCC's gross debt levels from $1,657 
million in FY2012 to $2,415 tnillion2 in FY2014 with the net debt to recurrent revenue 
ratio reaching 116 per cent in FY2014. In FY2015, BCC will receive the Australian 
Government's $400 million contribution for Legacy Way, which will be used to repay 
debt, with the net debt to recurrent revenue ratio then decreasing to 110 per cent. 

· Actual Forecast 

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 

Net debt/total 
recurrent 
revenue(%) 40.4 3.0 41 .3 52.5 73.3 108.3 116.2 109.7 108.9 103.8 

Legacy Way debt repayment commences in FY2016. In the period FY2016 to FY2021, 
BCC's total principal and interest payments are forecast to average $212 million per 
annum, with net debt forecast to slowly decrease. 

4. Financial impact of Council's commitment to the Legacy Way project. 

Council advised constJ.uction of the Legacy Way project is progressing satisfactorily with 
an expected completion date of 2016. When compared to the FY2011 Credit Review 
assumptions, the first toll revenue is now forecast in FY2016 rather than FY2015. 
However, from an overall Council financial perspective, it still results in increased debt and 
debt se1Yice requirements and is forecast to generate recurring net operating losses that 
must be funded from other BCC resources. The forecast project operating deficits ~nay 
impact BCC's future financial flexibility. 

Legacy Way generates an operating deficit of $97 million in its first year of operation 
(FY2016), reducing to a deficit of $52 million by FY2017. While, on BCC's base case 
traffic assumptions, Legacy Way generates recurring operating deficits, they represent a 
low percentage of BCC's forecast total recurrent revenue (4.9 per cent in FY2016 and 2.5 
per cent in FY2017). 

2 All figures are expressed in nominal dollars 
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Neutral outlook 

BCC's .rating outlook is changed from Developing to Neutral and reflects: 

• 

• 

• 

BCC's transformation projects are advancing. These projects are being implemented over 
several years witl1 a focus on :tni.nimising the implementation risk. 

Reducing operating deficits in both dollar amount and as a percentage of .recurrent 
.revenue and returning to an operating sruplus in FY2013. 

Tight control of the capital expenditute program with no new large projects forecast. 

Other issues 

• 

• 

Based on CU11:ent forecasts, Council will be close to the maximum net financial liabilities 
to recurrent revenue ratio (as contained in the Master Facility Terms Agreement wifu 
QTC) in FY2015 and FY2016, which could require Council to take further steps to either 
increase recun:ent revenue, decrease costs ot reprioriti.se its capital program. 

By developing and owning atte11al toll roads, BCC may be exposing itself to increased cisk. 
While BCC has a very strong incentive to deal with traffic congestion issues, it is exposed 
to constluction risk and, ultimately, traffic volume risk in an industly that has proven 
difficult for toll road owners to generate adequate operating cash flows. At the same time, 
it reduces Council's flexibility to manage and fund other capital works. 

BCC has reviewed the draft 2012 Credit Review and confirmed its factual accuracy. 

Lending Terms and Conditions 

Under the terms of the Master Facility Terms Agreement with QTC, BCC must comply with 
the following financial ratio covenants: 

$M Financial Ratio Covenant FY2012 

1 Net financial liabilities to Less than 110% in each financial year, except 73.3% 

recurrent revenue (%) for less than 130% in FY2014 

2(a) Operating surplus (deficit) (%) Not less than (5%) in any one year (1.2%) 

2(b) Operating surplus (deficit) (%) Not less than an average of (2%) in the 1.7% 
(average) current year and four following financial years 

3 EBITDA Net Interest Coverage Greater than 3.5 times, except for greater 5.7times 
(times) than 3.0 times in FY2014 

4 Net Interest Coverage (%) Not greater than 10% in each financial year 3.2% 

BCC complies with the financial ratio covenants under the Master Facility Terms Agreement. 
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Recommendation 

BCC's current information and FY2013 SBP request are as follows: 

Debt and related facilities 

Type of facility Limit Current balance Comments 

General Facility NIA $492.584M Book value as at 31 Aug 2012 

Clem7 NIA $443.592M Book value as at 31 Aug 2012 

Go Between Bridge NIA $262.293M Book value as at 31 Aug 2012 

Legacy Way N/A $459.331M Book value as at 31Aug2012 

Willawong Bus Depot Lease N/A $46.087M Book value as at 31 Aug 2012 

Working Capital Account $200 M Nil Balance as at 31 Aug 2012 

. Debt Redraw Account N/A $285M Amount BCC can draw down at 31 

Aug 2012 

FY2013 State Borrowing Program (SBP) 
application 

$481.237 M plus estimated capitalised interest for 
Legacy Way borrowings of $35.050 M for a tota l 
borrowing request of $516.287 M 

Forecast debt, equity, capital expenditure-FY2013-FY2017 

Forecast capital expenditure $4,132 M 

Forecast equity injections $ Nil 

Forecast borrowing program $1 ,259 M 

Debt servicing c~pacity 

Can the Local Government service its current debt? Yes 

Can the Local Government service the recommended SBP increase in debt Yes 

Recommended SBP limit $516.287 M 

Portion of SBP limit recommended to be escrowed subject to further review $Nil 

Comments on SBP application 

SBFA Act approval has already been obtained for the Legacy Way borrowings. 

QTC recommends that BCC's FY2013 borrowing request of $516.287 million (including 
capitalised interest) be approved. 
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Approval 

2012 Credit Review for Brisbane City Council 

Ad-.~ Chief Executive 
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Executive General Manager, Business 
Services 
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Appendix A: Financial statements- Historical and Forecast 

Note that the forecasts are derived by BCC using the Anticipated Actuals for FY2012 as the base for projection. The Anticipated Actual results are not 
presented in AppendL"< A. 
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Other current liablhtle5 111,496 115,478 120,410 136,443 148.116 136,794 137.673 139,653 144,661 150,228 158,694 160,749 167,612 174,474 

Total c urnmt lloblliUos 1,108,722 1,054,321 889,983 '4Y,14Z $37,419 665,247 682,595 1,094,GOS 702,941 709,3'4 710,392 718,854 731,679 740,962 
aem Jones NSBT 433,272 . . . . . . 
Interest Bca~ng Liabllltl es 50,930 368,514 882,070 1,159,429 1,623,911 2, 119,506 2,369:609 1,864,724 2.349,557 2,345.519 2 ,339,070 2,331,815 2,324,433 2,316,SSO 
Olhe< Non-currenl riabllilies 28,058 45,159 31,171 22,965 :!6,082 25,850 304,SSS 301,937 306,199 314,010 315,307 317,300 325,315 326,330 

Totnl non-current liabilities 512,260 413,673 913,241 1, 182,414 1,659,9S3 2,145,356 2,674,594 Z, 166,661 2,655,757 2,GSS,529 2,654,377 2,649,116 2,649,747 Z,643,180 
Total llablllUes 1,620,982 1,46.7,!194 . 1,~3,~ ·. 1,829,556 . : 2,2!17;4)l ... 2,8_10~&0J ,3,JF,'1_8, 3,261;256 .:s.~s.sa ': 3,368;&;~ ;364;~0 3;367,969 ~381 ;_426 •. 3;384,142 

City eapi1al and capitol accounts 8,959,691 8,878,063 8,9<6,685 8,790,907 8,750,350 9,398,114 9,652,377 l!l,116,911 10,234,990 10,413,010 10,629,405 10,856,717 11,074,760 11,326,246 
Asset ro..,,luation sUljllus 7,532,llOO 9,245,592 10,369,147 10,165,199 9,555,335 10,169.165 10,196,372 10,203,l~ 10,208,472 10,210,775 10,212,624 10,214,745 10.211,016 10,219,120 
OlhetreseMS 162,020 331,240 4114,095 355,583 421,624 188,509 238,474 292,942 292,942 292,942 292,942 2!>2,942 292,942 2!12,942 
Accumulalcd s uiplus I (deN>ll) 92,469 88,044 3,776 2,973 13,733 561 561 6 34 743 (0) . . . (0) 

l)>tll C0'111)).~ nlty.liquity "- .. ~ ,., ~~~~-.----,.::·~ 1&;-7~7;1~7 ·.1S;~:Z.:9l9 -~~;8Dl;7.!>~ ~!I;~~ ; .: 1!1J7~j:~ 1_!!;17..Sl3~ •;:19;!!8!:7.!I!! 1·~~1~;~ ~~20,r.i~m p_~0,!11 61J,l7 i21l'l~!J ~ 2jl3~~ [. 21;&~~~ A M3'.lO;.a 

KVYS.f?.0:.:(cs•n~~os - · " ~\.· 
,_ :1 - ' 'f. ~t.r~·· .:-:;:~~ - • -. - - - ....,..,. .. """"#-, ,,, .- ; .. ~~·· ·:-_,.. .... - .:--~~ :·· -. . - '•f.o/~~ -. '. . .. ·- , ·\ ~· •• •·, • . .. • , 1 

Cash expense• tO\ef'(excl depl) (mths ) 0.7 2.7 3.0 2.4 3.1 1.3 1.7 2.1 2.0 2.1 2. 1 2.0 2.0 2 .0 
Current ratio (limes ) 0.2 0.5 0.7 0.7 O,G 0 .5 D.5 0.4 0.6 0.8 0.6 0.6 0.6 0.6 
As•el A.,.rage Useful Ulo - Depreciable Assols (years) 36,5 40.0 41.3 40.4 40.3 43.7 43.2 43.5 39.5 33,8 32.9 31.9 30.8 30.1 

Not debl/Tolal recucrent ''""""{> (%) 40.4~0 3.0'!'. 41.3% 52.5% 73.31~ 108.3% 116.2% 109.7% 108.9% 103.8% 99.5'!1'. 95.3% 91 .0~~ 87.3¥. 
Gros• dobl/Total recurrent re1enuo (%) 45.7% 22.8'9 62.8% 7D.2o/• 95.1% 117.0% 127.2% 123.7!'. 122.6% 117.3'Yo 112.3% 107.!!% 103.6% 99.5,; 
Payback pericxl (years ) 3.7 1.3 5.2 11.1 22.6 9 .0 8.9 8.2 11.0 6,7 6 .0 5.6 5,3 s.o 
Total ln(e<est Bearing DobUTotal lnlerust Bearing Debt + Comrnurily Equity (%) 4.1% 2.1% 5.5% 5.8% 8.1% 9.8% 10.8% 10. 1% 10.4~~ 10.3% 10.2.% 10.1% 10.0% 9.9o/. 
Total Liabni lios/Tolal UabUities .. Community Equity (%) 8.8% 7.3% 8.3\0 8.6% \ ().9% 1:2.4% 14.4% 13.7% ! 3.9% 13.,~ 13. 7% 13.6% 13.5% 13.4% 
Change In communily equity (%) 9.8% 10.7% 6.8% -2.4% -3.1% 5.5% 1.1% 3.1o/• 0.0% 0.9% 1.0% 1.1% 1.o> ... 1.2% 
Total communtty equity/Total assets ('~ l 91.2% 92.7'1> 9 1.7l'· 91.4% 89.1% 67.6% 85.6% 06.3% 88,1.,. 86.1% 66.3% 86.4% 86.5% 86.6% 
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Brisbane City Council 
Financial Statements and Key Financial Ratios 

Cash Flow 

- "-·· · . ·~ ... 
($000s) 

Cash now from oporating activilies 
Receipts from customer.; 

P aymeots to suppECJs and Employees 
Olhef Rci.enue 

Dorotions and Contributions 

St.bsidies and Grams 
Interest receiwd 
Other oxpenses 

lntecesl paid 

Net Cash inftow (oulflow) from operallng activities 

Cash flow from investing activi6es 
Payments for prope<ty, plant and equipment 

Proceeds from disposal of propeily, plant and equipment 
Coolrib\Jtions 
Subsidies and Grants 
Other cashllows rrom in"'51ing 

Nat CQsh inftow (oulRow) from lnve311ng aclivilies 

Cash flaw from financing actlvitios 

Transfer lo (from) OTC repay and redraw facility 
Proceeds ~om borrowings 
Repayment Of bolr<l\lings 
Olhet cash flow from fl'lancin9 

Net cash innow (oulflow) from financing activities 

Not l ncr&a!!C/dccreaso In cash 
Cash at beg%vllng or report ing period 

Caslj)it §~Jl ·or '!'P.or,tirig.P.ofiod .. ;~ 

K~y S~tloti.f'!.~n,d ~!'.!i!1S ;· 
Captlal expenditure lo depiecialioo expense ratio {limes} 
NEt Operating Cash Flaw to Capttal Expend1turo (%) 

, . 

-~ 

Nel Cash llaw from Opilrations to interest ca'1>1'89e ratio (times) 

Brisbane City Council 
Local Government C redit Review 2012 

1,318,187 1,513,614 1,625,571 1,251,440 1,334,937 1,330,940 1,389,829 1,459,559 1,566.223 1,647,756 1,725,456 1,796,451 1,871,034 1,948,523 
(1,294, 739) (1,456,829) (1,583.452) (1.481,655) (1,496,368) (1,313,664) (1,327,669) {1,:<92,232) (1,.:01,565) (1,340,029) (1,389,661) (1 ,437,033) (1,503,325) (1,555.820) 

268,617 232,737 234.881 331,962 292,209 175,322 189,152 195,008 156,251 193,610 201,879 209,934 218,325 227,049 
5,404 5,923 258 24,0S7 4,448 4,340 4,440 4,S68 4,706 4,824 4 ,944 5,068 5,195 S,324 

41,792 60,1144 56,576 137,853 118,059 174,916 155,372 62,684 64,188 55,511 56,699 58,321 ss.ns 61,274 
14,032 18,479 15,110 96,725 99,716 97,986 99.701 101 ,921 10 1,378 100,041 100,047 100,660 101,261 101,496 

(94,885) (61,209) (93,943) (99,320) (108,2SO) (49,826) (49,751) (51,043) (52.638) (53,954) (55,303) (56,686) (56,103) (59,555) 
(53,5<fl) {4,758) (21,422) (57,238) (71,546) (02.784) (69,519) (97,625) (148,915) (145,684) (145,361) (145,017) (144.651) (144.281}, 
204,861 303, 001 233,579 - 203,855 : 173;2~ 337,230 .. 371,536 : .. -.3Sj;14<1 : : '31.9,628 =· 462,075 . 493:881' .531,698 "549,536 584;011, 

(516,0SB} {664,145) (1,305, 18$) (834,915) (648,737) (1,259,992) (766,451) (645,617) (627,959) (631.827} (683,356) (715,612) (729,096) (780,216) 
280,295 921,802 113,754 107,568 98,262 76.008 59,468 61,968 65,968 34,159 35,013 35,Ba9 36,786 37,706 
125, 161 97,584 210,554 106,734 86,431 82,2.65 89,253 96,511 99,400 76,260 78,167 80,121 82, 124 84,177 
44,662 28,837 45,807 85,956 69,392 32,2.67 28,652 458,029 17,452 22.380 22,940 23,514 24,101 24,704 

819 (119,001) 11.000 14,761 47,232 71,485 55,985 46,651 40,034 48.256 S0.186 52, 194 54,261 56,453; 
(67,152) 265,077 (924,074) (519,896) ... tW.4QC!l . ..- (99i~7J . (533,094) .. [1~~~) . . (405,105) (450,!72) . ··(~;05()) [523,896) ..... (531,81!4) ;. .{!i77;177) 

(36,909) 111,284 (61,513) 16,129 0 0 0 0 0 0 0 0 0 0 
86,104 223,543 885,565 230,494 480,592 481,237 256,422 306,047 153,656 60,000 60,000 63,000 66,150 69,458 

(207,369) (652,872) (79,509) (22,384) (25,429) (36,683) (46,BSO) (455,394) (62, 106) (61,847) (64,550) (67,403) (70,467) (73,754~1 
(60) (65) (71) (77) (83) 0 0 0 0 0 0 0 0 

[158,233) (318,110) 744,4n 224,162 . 455,080 . #.1.554 _. 211;642 .. (149;347} .. "91,548 ... (1._847) . .. (4,_5_50) .. .(4,4a,)) . . (4,317) ;: (4,296)i 
I 

(20,524) 254,9!i8 53,977 (91,880) 80,885 (21S,223) 49,964 51,935 6,072 9,456 (2,719) 3, 400 13,415 2,5381 
102,940 82,417 337,385 391 ,362 299,482 375,262 160,038 210,022 261,958 260,029 277,485 274,766 278,166 291,581 

,- ,. ~2,~17. '._ .( ~;385 -· , • .. ~9.1i"3§? - -~·~ ~·..;r3~J~?. i:- 1,~i!!llt r,."-11Q;Q~ ~-~~Wm§! ~:..12g_~ L_.'.".VJJ~ ~"_,. ~4}Z§.6 -~;1Jl§ ~ ,~.J!~J , ,..,,;@$1~.$ 

... , ~{,~ . • 
1 ~~ ~ :\.,- ... .;-.-.~~:5~~~y-= .. :'i~~ · -y~ .. - -__, .. ~~· ~ •• rr·J>. -·~ ·~~,td":l ~:t:..:.r:,~;- %~. \:-~-:~-~_: ·~-v~l.!3;_.:· ,;;t 

- 1,.,, - 2.~ 3,8 3 .2 3.2 4.4 2.6 2 .8 1.9 1.6 1.7 1.7 1.6 1.i 
39.5% 46.4 '/, 17.9% 24.4% 20.4% 2.6.8% 48.5% 45.4% 50.9% 73.1% 73.0"-' 74.3% 75.4% 74.9% 

3.7 34.0 7. 3 .3 2.4 2.9 2.7 2.6 2.1 3.2 3.4 3 .7 3.8 4.0 
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Appendix B: QTC's Local Government Credit Rating 
and Outlook Definitions 

Ratings 

Vel)f 
Strong 

Strong 

Sound 

Moderate 

Weak 

Vel)f Weak 

A local government with a very strong capacity to meet its financial commitments in the short, 
medium and long-term. It has a record of reporting operating surpluses and is highly likely to 
be able to manage major unforeseen financial shocks and any adverse changes in its 
business without revenue and/or expense adjustments. Its capacity to manage core business 
risks is very strong. 

A local government with a strong capacity to meet its financial commitments in the short, 
medium and long-term. It generally has a record of operating surpluses and may occasionally 
report minor operating deficits. It Is able to address its operating deficits, manage major 
unforeseen financial shocks and any adverse changes in its business, with minor revenue 
and/or expense adjustments. The expense adjustments are likely to result in only minor 
changes to the range of and/or quality of services offered. Its capacity to manage core 
business risks is strong. 

A local government with an adequate capacity to· meet its financial commitments in the short, 
medium and long-term. While it is likely that it may have a record of minor to moderate 
operating deficits, the local government is expected to regularly report operating surpluses. It 
is likely able to address its operating deficits, manage major unforeseen financial shocks and 
any adverse changes in its business, with minor or moderate revenue and/or expense 
adjustments. The expense adjustments are likely to result .in some changes to the range of 
and/or quality of sen.iices offered. Its capacity to manage core business risks is sound. 

A focal government with an adequate capacity to meet ils financial commitments in the short 
to medium-term and an acceptable capacity in the long-term. While it has some record of 
reporting minor to moderate operating deficits, the local government may also have recently 
reported a significant operating deficit. It is likely able to address its operating deficits, manage 
unforeseen financial shocks and any adverse changes in its btJsiness, with moderate revenue 
and/or expense adjustments. The expense adjustments are Hkely to result in a number of 
changes to the range of and/or quality of sen.iices offered. Its capacity to manage core 
business risks is moderate. 

A local government with an acceptable capacity to meet its financial commitments in the short 
to medium-term and a limited capacity in the long-term. It has a record of reporting moderate 
to significant operating deficits with a recent operating deficit being significant. It is unlikely to 
be able to address its operating deficits, manage unforeseen financial shocks, and any 
adverse changes in its business, without the need for significant revenu~ and/or expense 
adjustments. The expense adjustments would result In significant changes to the range of 
and/or quality of services offered. ft may experience difficulty in managing core business risks. 

A local government with a limited capacity to meet its financial commitments in the short and 
medium-term, and a very limited capacity long-term. It has a record of reporting significant 
operating deficits. It is highly unlikely to be able to address its operating deficifs, manage 
unforeseen financial shocks and any adverse changes in its business without the need for 
structural reform and major revenue and/or expense adjustments. The expense adjustments 
are likely to result in significant changes to the range and/or quality of services offered and it 
may need the assistance from higher levels of government. It will have difficulty in managing 
its core business risks. 
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Ratings (cont'd) 

Distressed 

Outlooks 

A local government with a very limited capacity to meet its short-term financial 
commitments and no capacity to meet its medium to long-term financial commitments. 
It has a record of reporting significant operating deficits. To be able to address its 
operating deficits, meet its medium and long-term obligations, manage unforeseen 
financial shocks and any adverse changes in its business, major revenue and expense 
adjustments and structural reform will be required. The local government is unlikely to 
have the capacity to manage core business risks and may need assistance from higher 
levels of government. 

A ratings outlook generally focuses on the potential movement in an entity's rating In the short term (ie, less 
than 24 months). Outlooks may be positive, neutral or negative. 

Positive or 
negative 

Neutral 

Brisbane City Council 

As a result of a foreseeable event or circumstance occurring, there is the potential for 
enhancemenVdeterloration in the local government's capacity to meet its financial 
commitments (short and/or long-term) and resultant change in its rating. However, it 
does not necessarily indicate that a rating change may be forthcoming. 

There are no known foreseeable events that would have a direct impact on the local 
government's capacity to meet its financial commitments. It may be possible for a 
rating upgrade or downgrade to occur from a neutral outlook, if such an event or 
circumstance warranted as such. 
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