Australian Government

Department of Agriculture,
Fisheries and Forestry

AGRICULTURE ADVANCING AUSTRALIA
RURAL FINANCIAL COUNSELLING SERVICE PROGRAM

REPORT ON THE REVIEW OF THE
RURAL FINANCIAL COUNSELLING
SERVICE PROGRAM

REVIEW COMMITTEE 2004
LED BY THE NATIONAL RURAL ADVISORY COUNCIL



© Commonwealth of Australia 2006

This work is copyright. The Copyright Act 1968 permits fair dealing for study, research,
news reporting, criticism or review. Selected passages, tables or diagrams may be
reproduced for such purposes, provided acknowledgement of the source is included.
Major extracts or the entire document may not be reproduced by any process without
the written permission of:

The Executive Manager

Rural Policy and Innovation Division

Department of Agriculture, Fisheries and Forestry
GPO Box 858, Canberra, ACT 2601

Editing and design by Clarus Design Pty Limited



AAA RURAL FINANCIAL COUNSELLING SERVICE
REVIEW COMMITTEE

Senator the Hon Richard Colbeck

Parliamentary Secretary to the Minister for Agriculture, Fisheries and Forestry
Parliament House

CANBERRA ACT 2600

Dear Senator Colbeck

The Review Committee has pleasure in presenting you with the final report of the Rural
Financial Counselling Service Program Review.

We believe the report’s findings and recommendations provide a basis for making
some important changes and a way forward for delivering the important work of
providing information and decision-making support to primary producers, (including
fishers), and small rural business enterprises facing continuing adjustment pressures
throughout Australia.

The Review Committee has undertaken extensive consultations having met with 148
stakeholders in face-to-face meetings held in all states and the Northern Territory and
received some 86 written submissions.

Key findings by the Review Committee are that adjustment should be a primary focus for
rural financial counsellors and any future program, and there is a continuing need for a
Rural Financial Counselling Service.

The Review Committee considers the current devolved approach to the delivery of the
Rural Financial Counselling Service Program brings a number of unreasonable risks to the
members, counsellors and clients of the 68 rural community management committees.

Further, the increased need for improved governance and accountability to meet
regulatory requirements and the burden on rural communities to raise matching funding
has led us to recommend the need to change from the current model.

The common whole-of-state management committee model we recommend to you
separates the more onerous governance and management responsibilities, provides the
opportunity for more skilled and professional counsellors with greater flexibility in the
placement of resources, retains local community advisory input, and makes possible real
reform, which will be more readily accepted by the rural community.
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The Review Committee believes that state, territory and local governments should play a
more active and direct role, including funding for the services.

It is recognised that significant start up time may be needed to reach agreement and then
develop and implement a new approach, which may require an extension of the current
funding agreements. It is our view this should not be longer than six months from the
current funding arrangements which end on 30 June 2005.

Along with any extension, we would urge you to consider our recommendation to have
existing counsellors undergo a process of recognition of current competencies to identify
current skills and any gaps, regardless of which model you ultimately decide upon.

The Review Committee appreciates the opportunity provided to undertake this
important Review.

Yours sincerely

Wayne Cornish Bill Anscombe
Rudi Cinc Bruce Brown
John Woods
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EXECUTIVE SUMMARY

This report examines the efficiency, timeliness and suitability of the current
administration, community management structures and delivery mechanism for the
Rural Financial Counselling Service (RFCS) Program and suggests program guidelines and
delivery mechanisms for 2005-08.

The first rural financial counselling services were established in 1986 during volatile and
uncertain times with the deregulation of the finance industry and high interest rates.

Rural financial counsellors met an identified gap in services offered to rural communities
and farm families, providing a circuit breaker through free and independent assistance to
primary producers, helping re-establish business confidence and trust through their direct
assistance to primary producers, allowing them to make informed decisions.

In the current 2004-05 funding round, there are 68 community-based services,
employing more than 80 full-time equivalent rural financial counsellors across Australia.
The majority of current services have operated in the same location for up to 18 years.
The RFCS program is funded under the Agriculture Advancing Australia (AAA) package,
an integrated suite of programs designed to secure the profitability, sustainability and
competitiveness of the farm sector through changes to producers'skills, attitudes and
practices and by providing risk management tools, information and improved market
opportunities. The primary objectives of the RFCS are:

= to provide free rural financial counselling services to assist primary producers, small
rural businesses and fishing enterprises in rural areas, who are experiencing financial
hardship and have no alternative sources of help with decision-making

= to identify enterprise and industry issues where change and adjustment are required

m to contribute to the goal of a more competitive, sustainable and profitable rural
Australia.

The RFCS program was evaluated under the 2000 Evaluation of the Rural Communities
Program (RCP), which found there was a need for RFCS to place greater focus on
‘agricultural and social adjustment’rather than attempting to meet development or
welfare objectives. Among other findings was the need for the RFCS to operate within
a comprehensive performance monitoring and evaluation framework. Stakeholder
consultations for the 2002-03 Review of the AAA package also suggested enhancing
consistency in governance across the services and ensuring greater accountability and



certainty that services were operating within program guidelines. These consultations
suggested the RFCS needed to improve adjustment outcomes for farm families in long-
term financial difficulty. Better targeting of need was raised in the 2000 Evaluation of the
RCP and in stakeholder consultations for the AAA Review.

In May 2003, ACUMEN Alliance Consulting commenced a national performance review
and audit of a third of the RFCS. The overall findings of the audit were that a significant
number of services were undertaking activities which were considered contrary to the
funding agreements between the Australian government and RFCS. Among the key
findings of the audit was that the level of corporate governance was below that required
by the funding agreements.

In the May 2004 Commonwealth Budget, the Australian government announced a
continuation of the AAA package until 30 June 2008 including, a further $23.3 million

for the RFCS program. At the same time it announced the RFCS program would be
reviewed. A review committee was established under the auspices of the National Rural
Advisory Council (NRAC) — an independent committee comprising primary producers and
agribusiness professionals.

The review committee is of the view that due to continuing adjustment pressures in the
farm sector, there will be a long-term need for information and decision-making support
by farm and fishing enterprises considering their future in the industry, and by small
rural businesses dependent on these industries. There is also a need to identify at risk
enterprises earlier, before assets are eroded. The review committee considers that farm
families will seek support for decisions about their future options and that there is a role
for rural financial counselling services in assisting primary producers adjust to changing
circumstances through information delivery and referral to other support mechanisms.

Within the context of current and anticipated need for the RFCS in the future, the review
committee considers that services have tended to become ‘institutionalised’ with the
majority of the services remaining in the same location for up to 18 years. However, the
intent of the program, from its inception, was to focus on critical need. Throughout the
review, the committee found numerous examples of the requirement for additional rural
financial counselling services to be located in areas to deal with sudden and specific
workloads. However, the review committee also considered evidence of the long-term
fixed nature of services. During the assessment of the 2002-04 application round, the RFC
Advisory Panel recommended some amalgamations between neighbouring services due
to overlapping, low client numbers and where organisations faced difficulty in obtaining
sufficient community funding to support the service.
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The review committee notes that, in the past, some services have worked together co-
operatively to overcome increased client demand, with counsellors in areas of low client
activity temporarily assisting services experiencing high demand for services. However, in
other locations, services have struggled to cope with sudden increases in workload and
the lack of available additional assistance. The review committee therefore recommends
any new funding model should ensure greater mobility of resources to respond to
critical need.

In its face-to-face consultations, the review committee was told of situations in which
counsellors were asked or expected to perform roles that were of a purely social
counselling nature. Given the core business of the RFCS is financial and the current
qualifications of the RFCS staff are almost exclusively in the area of finances and not in
psychology, sociology, social work or other human service areas, there is a potential for
counsellors and management committees to exceed their professional competence and
leave themselves, or their management committees, exposed to legal risk.

In determining the need for the RFCS, the review committee is of the view that, in many
cases, client expectations of the counsellors in regard to the provision of emotional
support, succession planning and assistance with family communication are contradictory
to the activities counsellors are permitted to undertake under their funding agreements.
The full suite of client expectations cannot be met by any one person and there is a

need for the referral role of rural financial counsellors to be re-focused and emphasised.

In considering any future service delivery model, the review committee recommends

a minimum entry-level knowledge of social counselling and a staff development and
training focus upon social counselling, particularly on the limits of counsellors’ capacity to
undertake a more complex social counselling role.

In the course of the review, the review committee examined the current funding
mechanisms including the requirement for communities to raise matching funding. Many
services have expressed difficulties in 2004-05 obtaining community cash contributions,
largely due to the ongoing impacts of drought on community financial health. Rising costs
of petrol, insurance and accommaodation, are also impacting on the community’s ability
to match government funds. In recognising the commitment of volunteer management
committees in the past to the requirement of matching funding, the review committee
considered the impost placed upon management committees to raise these funds,
particularly during difficult times such as drought. The review committee recommends
investigations should be made into alternative funding measures for any future RFCS
program model. The review committee notes that the Australian government committed
funding in the May 2004 Budget of $23.3 million for the RFCS program until 30 June 2008.



In considering the role of RFCS volunteer management committees in service delivery, the
review committee drew on recent research, the relevant legislative and regulatory framework
these management committees operate within, stakeholder submissions and current
difficulties raised by volunteer management committees. The review committee notes

the increasing emphasis on governance across all organisations in society, accompanied

by increasing complexity in the wider regulatory and accountability environment within
which counselling and financial advice services operate, and the potential risks for volunteer
management committees under the current program model. The review committee
considers continuation of a program of this nature through the mechanisms of volunteer
governance is now an unreasonable expectation and should be discontinued.

However, in making its determination, the review committee recommends a strong role
in any future program model for local advisory groups in providing locally grounded
information and supporting a locally based counsellor. The review committee also notes
the important contribution volunteer management committees have made to the RFCS
program since its inception.

As part of the review committee’s terms of reference, it considered the risks to the client,
management committee, counsellor and government under the current program model.
Of primary concern are the implications of the 2001 Financial services Reform Act (FSRA)
for rural financial counselling, whereby the RFCS will need to be licensed or obtain an
exemption from the Act because its activities are not covered by the Act, or seek relief
from licensing. The review committee considers that under present RFCS program
arrangements, in which governance is devolved to 68 separate volunteer management
committees, it will not be possible to seek exemption from the FSRA for the RFCS as a
whole. The review committee further considers that the current governance arrangements
for the program do not provide sufficient consistency of delivery, supervision or skill
standards to meet the requirements of the FSRA, whether for licensing, exemption or relief
from licensing requirements. Any new delivery model for the RFCS should ensure that
these conditions are met.

A key issue for consideration by the review committee was whether RFCS management
committees are aware of the risks associated with professional indemnity and their
organisation becoming the subject of litigation. The 2003 ACUMEN Alliance audits found
that most services did not have business plans or risk assessments in place and identified
corporate governance and risk management as areas of concern. During the review
committee’s consultations, it was apparent there was growing dissatisfaction amongst
some RFCS management committees and state RFCS associations with the current model,
due to the legal and financial risk imposed on volunteers. Often management committees
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were struggling with fewer members and increasing workloads and responsibilities.
Corporate governance of services was a major concern of all volunteers on management
committees.

In considering the current risks to services, as well as the comments made by stakeholders,
both written and at the face-to-face consultations, the review committee concludes:

m the level of liability risk placed on volunteer members of management committees
under the current arrangements, is no longer acceptable

m the present governance arrangements with responsibility devolved to 68 individual
employers is not appropriate for a program with such inherent risks of legal liability

m  as corporate governance and risk management requirements are likely to increase
in future years, rather than diminish, alternative management arrangements for the
delivery of rural financial counselling are considered imperative.

Under the terms of reference the review committee was asked to provide advice on future
guidelines and proposed application processes to meet the assessed nature and level of
need for provision of RFCS.

First and foremost, the review committee finds that there is a continuing need for a Rural
Financial Counselling Service.

The review committee considered a number of alternative models. In considering its
recommendations on guidelines for rural financial counselling services, the review
committee took into account the features that were perceived as strengths of the current
model, as well as ways to avoid its risks and inefficiencies.

In its assessment, the review committee finds that the level of local ownership is high
for the current RFCS program and many submissions and presentations to the review
committee emphasised its importance.

Although many submissions described the overwhelming pressure of fundraising, service
management and reporting, most agreed that local ownership brought strong acceptance
of the service by clients, good networking, and awareness of local needs and issues, and
taking responsibility for the program helped build community capacity. It was also argued
that loss of local ownership would see the loss of the local funding component. However,
a number of stakeholders argued that the requirement for local funding is outdated and
should be discontinued: ‘communities can no longer be expected to contribute to this
type of service. Many saw it as ironic that those communities most in need of crisis and
adjustment counselling were those least able to find matching funding.



The review committee considers the current devolved approach to service delivery under
the current model brings a number of unreasonable risks to management committees,
counsellors and clients and recommends the current RFCS program model should change.

Among the models considered by the review committee was an outsourced not-for-profit
provider. A strong case can be made for adopting a ‘prospectus’approach to the delivery
of counselling services, with funding being awarded to the service provider offering the
best resourcing and governance outcomes within a State. Not-for-profit organisations
interviewed during the consultation process were highly regarded in the community,
however, some stakeholders were concerned these organisations might be too closely
associated with the welfare sector and this would deter primary producers, fishers and
small business operators.

However, the review committee considers this model offers the best risk management
from the point of view of Australian and state governments and the local community.
Several existing providers have already managed risk successfully and have won FSRA
exemption from the Australian Securities and Investments Commission (ASIC) in
recognition of their strong governance protocols, required skill levels and ongoing training
for staff. This model presents the best alternative for timely implementation, as agencies
likely to be selected for delivery have already established governance structures and will
be likely to be able to employ a significant proportion of the new counselling workforce
from the ranks of existing RFCS counsellors. The review committee recommends all
existing RFCS counsellors undergo a Recognition of Current Competencies process and
develop a formal learning plan for any skills gaps or development.

The outsourcing of the program to a single national government agency was considered
the most effective way to provide joined up decision-support across a wide range of
locations. A contender for provision of this model would be Centrelink, which has the
capacity to'white brand'its delivery and to deliver a high level of government and staff
development protocols.

While Centrelink is managed at a state and national level, its outreach delivery has
included the use of local advice mechanisms and it has already worked closely with rural
communities and agricultural industries to deliver outreach services from community
centres and from industry offices. The review committee recommends this model for
serious consideration and, while noting recent research which pointed to a shift in primary
producers'attitudes to Centrelink, also notes that during consultations some stakeholders
suggested the model would be unlikely to win support at the local level. The review
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committee recommends that this model, as well as the not-for-profit model, should
incorporate a condition of funding that local reference groups are established in locations
where counsellors are deployed.

The model most favoured by the review committee and that would be most accepted by
the client group, is a model incorporating a common state-level management committee
with an executive officer. This model is also the most common to be proposed by
stakeholders in the Review's consultations. In this model:

m governance responsibility is separated from local support for counselling services, but
both elements remain important

®m a3 common management committee, assisted by a paid executive officer, manages a
large number of counselling services — there would be greater availability of skilled
candidates for the management committee than at the regional level and less
potential for local conflict of interest

m client confidentiality would be maintained through the use of an executive officer
operating at the state level

= while there is still potential for divergence of practice between states, there
would be sufficient scale within a state to provide for resource mobility and make
reform possible.

In the state level management committee model, local reference groups would be
retained in an advisory role only and would not be required to raise funds or to take on
governance roles that could attract financial or legal risk, but would provide information
on current conditions and on the level of need for service provision. However, the review
committee acknowledges the model may be unlikely to attract community cash or in-kind
resourcing, and local community funding would need to be made up by the Australian
and state Governments.

Local government should be encouraged to provide a base from which local reference
groups would operate, having both infrastructure coverage in local regions where
counsellors are placed and jurisdictional powers under local government legislation in
each state and territory to establish local advisory groups.

The review committee considers that cost savings in this model may be gained through
the devolution of existing administrative structures of services. The review committee
recommends further investigations into outsourcing funding beyond Australian

and state governments. Support could be sought from the private sector or in-kind
contributions from communities that are successful in their applications for rural financial
counselling services.



The review committee also notes the start-up time for this model will be significant due
to the need to reach agreement between the Australian and state governments regarding
the level of funding to be borne by each under the new arrangements and the process
required to implement the proposed framework and structure of this model.

While delivery by an outsourced not-for-profit organisation, followed by Centrelink on a
‘white branded’outreach basis may be the best models, it would not likely be acceptable
at this stage to the client group or rural communities. The review committee recommends
delivery under the state level management committee model, supported by local

reference groups.
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