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Introduction 

The Long Term Financial Plan, hereafter referred to as LTFP, outlines how Council will deliver 

on its obligations now and into the future. This plan factors in resourcing requirments, 

including (but not limited to) asset utilisation, workforce needs and funding sources. 

The LTFP is one document that makes up Council’s Resourcing Strategy, which provides the 

link between Council’s Community Strategic Plan and Council’s Delivery Program and 

Operational Plan. These plans come together to provide the community with a strategy that 

focuses on how Council can deliver services that are sustainable into the future, as well as 

best meet community expectations given the level of resources available to Council. 

The Resourcing Strategy and the associated documents are prepared in accordance with the 

requirements of the Integrated Planning and Reporting (IPR) framework, under the Local 

Government Amendment (Planning & Reporting) Act 2009. 

The diagram below outlines the interaction of the Resourcing Strategy and the elements of 

the overall framework: 

 

The LTFP is important to the Council and the community because: 

 The LTFP reflects the projected financial position of Council based on service levels; 

 Reviews and assesses the service levels provided by Council and the impact these levels have 

on Council finances through sensitive analysis; 

 Long term strategy and decisions are included in the LTFP, allowing them to be quantified 

and benchmarked against certain ratios; 
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What is a Long Term Financial Plan 

The Long Term Financial Plan (LTFP) covers a period of ten (10) years and it outlines, in 

financial dollars, the short, medium and long term proposed actions with reference to 

current and future service levels, as well as maintain future sustainability of the Council. 

The LTFP is one document that can be used by various stakeholders to assess and determine 

what resources Council requires to deliver the Community Strategic Plan. The LTFP is one 

component of the overall Resourcing Strategy and it includes the financial information to 

show how differnet sensitive scenarios can have an impact on Council’s overall resourcing 

and future direction. 

The LTFP includes the following: 

 Proposed budget for 2019-2020 through to 2028-2029 (over ten years); 

 The assumptions used to develop and deliver the plan, including how revenue is 

raised; 

 Assessment of financial performance against industry benchmarks; 

 Review and testing of the impact of different scenarios and how they impact on 

future Council budgets; 

 Capital expenditure. 

The LTFP is updated and adopted by Council on an annual basis, along with Council’s 

Operational Plan. The Community Strategic Plan is required to be updated every 4 years 

(Council’s current plan is required to be reviewed during the 2019/20 financial year).  

Financial modelling within this LTFP is based on an income statement, balance sheet and 

cashflow statement. Each sensitive scenario analysis also has an income statement, balance 

sheet and cashflow statement, which show how that scenario will impact on the bottom line 

and its impact over the long term. 
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Forecasting Future Budgets 

When the 10 year Long Term Financial Plan (LTFP) was compiled, there have been 

assumptions made on factors which are beyond Council’s control. Some of these 

assumptions include wage increases, rate capping expectation and inflation. 

Council’s revenue sources are made up of three main funding sources; namely, rates and 

annual charges, fees and charges and grant funding. There can be a fourth source of funding 

Council could utilise, and this is borrowings. 

 

Revenue Forecasts 

Rating Capacity 
 
On average, rates and annual charges make up around 25% to 30% of Council’s revenue. 
Annual charges include those charges for water, sewer and waste services. When 
assumptions are made with regards to rates and annual charges, various factors are 
considered and these include (but not limited to) community capacity to pay rates and the 
community willingness to pay rates. 
 
Council, when assessing the rates and annual charges for the 2019/20 year and beyond, has 
reviewed the potential limit reliance on rates through: 
 

 Ensuring that the rate capping has been applied to rates; 

 Increasing revenue from other sources like fees and charges; 
 
Special Rate Variation 

 
In 2018/19, Council applied for, and was granted, a 10% increase in rates over the next 
seven years (2018/19 to 2024/25 financial years). For the 2019/20 financial year, Council 
will generate an additional $205,000 in rates revenue as a result of the 10% special rate 
variation. It is Council’s intention to put these additional funds towards renewal and 
maintenance works relating to infrastructure. 
 
 
Fees and Charges 
 
A number of services provided by Council are done so on a user-pay basis. This fees include 
statutory like development application fees and council own fees, like private works. In 
preparing the LTFP, Council considers the cost-recovery approach when setting fees. In 
some cases, where a fee is a statutory fee, any change to the fee amount can only occur 
when allowed under the applicable Act or Regulation.  
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Grant Funding 
 
Council receives many grants each year. In some cases, these are recurring on an annual 
basis like the Financial Assistance Grant from the Commonwealth Government through to 
one-off specific grants. As an example, in the 2019/20 year, Council will receive a specific 
grant relating to the Bidgee Haven Hostel extension and funding relating to drought relief. 
 
In preparing the LTFP, an assumption has been made that Council will continue to receive 
some grant funding and where there is a high probability Council to receive a particular 
grant for the 2019/20 year, Council has included this as well. The grants assumed to be 
received on a yearly basis included: 
 

 Financial Assistance Grant; 

 Certain Roads and Maritime Grants including the block, supplementary and traffic 
grant; 

 Roads to Recovery grant funding; and, 

 NSW Rural Fire Service maintenace grant funding. 
 
 
Borrowings 
 
There are no anticipated new borrowings over the ten year period of the LTFP.  
 
 

Expenditure Forecasts 

In developing expenditure forecasts, new and existing expenditure items have been 
considered. Expenditure of an operational and capital nature are considered. Operational 
expenditure includes things such as maintenance, whilst capital expenditure includes 
infrastructure replacement.  
 
Some expenditure, like employee costs, incur both at an operational and capital level and 
assumptions have been applied in how these costs are applied. 
 
Consideration has been given to all types of expenditure, their impact on each year of the 
LTFP, their increase/ decrease over the ten year LTFP and how they are applied in terms of 
phasing. The LTFP is prepared on an accurals basis. 
 
 

Financial Modelling 

The development process for the LTFP has included financial modelling taking into acount 
how certains changes in the LTFP assumptions result in a different budget outcome. These 
changes are consdiered and presented in the sensitivity analysis section of this document. 
 
 



P a g e  | 6 

 

 

Long Term Financial Plan Assumptions 

In preparing not only the 2019/20 year budget, but also the other nine years to 2028/29 
financial year, consideration was given to a range of economic factors which could impact 
on budget forecasting.  
 

Market Driven Planning Assumptions 
 

Growth 
 
Balranald Shire’s future growth has been considered, as part of the NSW Planning and 
Environment’s Final 2016 Local Government Area Population, Household and Dwelling 
Projections.  
 
Accoring to this report, the report shows a population projection for the Balranald Shire 
local govenrment area as follows: 
 

 2016 2021 2026 2031 2036 

Population 
Projection 

2,250 2,200 2,150 2,100 2,050 

Average Annual 
Household Growth 

(0.5%) (0.2%) (0.1%) (0.1%) (0.2%) 

 
The population projections provide information on how the Balranald Shire’s population 
might change over the 20 year period of 2016-2036 
 
It should be noted that the data above does not factor in recent developments in the region, 
including solar farms, nut farms and sand mining. Such developments have been projected 
to bring to the Balranald Shire region 280 permanent jobs once fully operational.  
 
 

Inflation 
 
Inflation, also called the consumer price index (CPI), measures changes in the price level of 
market basket of consumer goods and services purchased by households. When preparing 
the long term financial plan (LTFP), assumption has been applied that inflation will be 
projected to change as follows: 
 

19/20 20/21 21/22 22/23 23/24 24/25 25/26 26/27 27/28 28/29 

2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 
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Revenue and Expenditure Assumptions 
 
The following tables outline the financial planning assumptions by revenue and expenditure 
types. These tables also include a brief descritption as to how they have been determined. 
 

Revenue 
 

1. Rates 
 

Council has a special rate variation of 10.00% each year in place for the period 2018/19 
through to 2024/25 financial year. If Council did not have a special rate variation in 
place, then the rate cap for 2019/20 is based on IPART’s advice, which is 2.70%. For the 
year 2025/ 26 through to 2028/29, a rate peg rate of 2.50% will be assumed.  

 
19/20 20/21 21/22 22/23 23/24 24/25 25/26 26/27 27/28 28/29 

10.00% 10.00% 10.00% 10.00% 10.00% 10.00% 2.50% 2.50% 2.50% 2.50% 

 
 

2. Annual Charges 
 

Annual charges are caluclated to ensure total revenue received for each fund listed 
above is sufficient to fund the operating and maintenance expenses associated with 
providing the service including provisions for major infrastructure replacement.  
 
Water Fund 

19/20 20/21 21/22 22/23 23/24 24/25 25/26 26/27 27/28 28/29 

4.00% 4.00% 3.50% 3.50% 3.00% 3.00% 2.50% 2.50% 2.50% 2.50% 

 
      Sewer Fund 

19/20 20/21 21/22 22/23 23/24 24/25 25/26 26/27 27/28 28/29 

11.00% 11.00% 7.50%` 7.50% 7.50% 7.50% 5.00% 5.00% 5.00% 5.00% 

 
     Waste Fund 

19/20 20/21 21/22 22/23 23/24 24/25 25/26 26/27 27/28 28/29 

2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 

 
 

3. User Fees and Charges 
 

User fees come as one of two types: statutory and non-statutory. Statutory fees are 
determined under relevant legislation and cannot be increased above the determined 
amount. Non-statutory fees are set by Council and are based on cost recovery in some 
cases. Where cost recovery has not been applied, CPI has been used to project Council’s 
revenue for future years from User Fees and Charges. 

 
19/20 20/21 21/22 22/23 23/24 24/25 25/26 26/27 27/28 28/29 

2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 
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4. Interest and Invesment Revenues 
 

When projecting the future rate of return on investments, the current low cash rate as 
well as future economic data has been used. Reliance of past data is not prudent in this 
situation. 

 
19/20 20/21 21/22 22/23 23/24 24/25 25/26 26/27 27/28 28/29 

1.47% 1.49% 1.41% 1.35% 1.26% 1.24% 1.18% 1.20% 1.25% 1.24% 

 
 

5. Other Revenues 
 

Other revenue includes, but not limited to, lease revenue, tourism sales, park hire and 
other incidential revenue. CPI has been used to project Council’s revenue for future 
years from Other Revenue. 

 
19/20 20/21 21/22 22/23 23/24 24/25 25/26 26/27 27/28 28/29 

2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 

 
 

6. Grants and Contributions - Operating 
 
Council receives a number of oprational grants from both Commonwealth and State 
govenrment bodies. The largest of these is the Financial Assistance Grant and the 
Long Term Financial Plan (LTFP) assumes that this will continue over the next ten 
years. We have also assume that some other grants will continue to be received as 
well, namely roads to recovery. Council has also factored in one-off specific grants in 
the year in which we anticipate to receive them. 
 
With the Financial Assistane Grant, for 2019/20 and 2020/21 years have been 
assumed that no increase to the 2018/19 actual allocation will occur based on the 
advice Council has received form the Office of Local Government, whereby caution 
was to be exercised when setting the budget.  

 
Financial Assistance Grant 

19/20 20/21 21/22 22/23 23/24 24/25 25/26 26/27 27/28 28/29 

0.00% 0.00% 1.00% 1.00% 1.00% 1.00% 1.00% 1.00% 1.00% 1.00% 

 
All Other Re-Current Grants excluding Roads to Recovery 

19/20 20/21 21/22 22/23 23/24 24/25 25/26 26/27 27/28 28/29 

1.00% 1.00% 1.00% 1.00% 1.00% 1.00% 1.00% 1.00% 1.00% 1.00% 

 
 

7. Grants and Contributions – Capital 
 

This source of revenue can be significant in size of overall Council revenue sources. 
Prediciting the amount of revenues received from capital revenue can be difficult to 
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determine, especially when it comes to timing of receiving the funding. However, 
capital revenue has been based on known projects that have either been entered 
into or have been announced as been successful. Any re-current cpaital grants have 
been increased on a small percentage so as to not overstate possible revenue 
stream. Some cpaitla grnats, like the Roads and Maritime Services block and traffic 
facility grants have been assumed to continue into the future. Other capital grants 
received for specific purposes have been included in the year we anticipate they will 
be received. 
 
Re-Current Grants excluding One-Off Funding 

19/20 20/21 21/22 22/23 23/24 24/25 25/26 26/27 27/28 28/29 

1.00% 1.00% 1.00% 1.00% 1.00% 1.00% 1.00% 1.00% 1.00% 1.00% 

 
 

8. Net Gain from Disposal of IPPE 
 

Predominately received from the sale of plant and fleet. Future years are based on the 
assumption that plant/ fleet will maintain a rolling replacement program and will vary 
year to year dependant on the plant/ fleet sold. 
 
 

Expenditure 
 

1. Employee Benefits and On Costs 
 

The current Local Government State Award expires on the 30 June 2020. For the 
2019/20 year, the Award provides for a 2.50% in employee wages. Council has assumed 
that this rate will remain at 2.50% per annum over the remaining nine years of the Long 
Term Financial Plan (LTFP). Other assumptions relating to employee costs included in the 
LTFP are:  

 

 Average increase as a result of Award based salary Band step of 0.25% per 
annum; 

 Superannuation statutory contribution set at 9.50% until 2021/22 and it then 
incremetally increase to 12.00% by 2025/26; 

 A 5.00% vacancy in established permanent positions in each financial year. 
 

Local Government Award Increase – Base Rate 
19/20 20/21 21/22 22/23 23/24 24/25 25/26 26/27 27/28 28/29 

2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 

 
Superannuation – Statutory Contribution 

19/20 20/21 21/22 22/23 23/24 24/25 25/26 26/27 27/28 28/29 

9.50% 9.50% 10.00% 10.50% 11.00% 11.50% 12.00% 12.00% 12.00% 12.00% 
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2. Borrowing Costs 
 

Interest incurred on borrowings for infrastructure projects is based on current interest 
rate indentified in the Loan Agreements. All loans cease by the 2026/27 financial year. 
 
 Average Interest Rate for all Loans 

19/20 20/21 21/22 22/23 23/24 24/25 25/26 26/27 27/28 28/29 

5.98% 5.98% 5.98% 5.98% 5.98% 5.98% 5.98% 5.98% 0.00% 0.00% 

 
 

3. Materials and Contracts 
 

Unless otherwise identified to increase at a differnet rate, all materials and contracts 
expenditure , which represent the costs to deliver services to the community like road 
maintenance and waste facility management, are forecast to increase in line with CPI. 
 

19/20 20/21 21/22 22/23 23/24 24/25 25/26 26/27 27/28 28/29 

2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 

 
 

4. Depreciation and Amortisation 
 

The depreciation methodology is based on useful lifes and revaluation cycles. The 
depreciation useful lives methodology can be found in Council’s financial statements. 
When estimating depreciation, Council has considered future depreciation costs on 
capital infrastructure replacement and also on new infrastructure, the revaluation cycle 
of asset classes and disposals.  
 

 
5. Other Expenses 

 
These heading includes electricity, insurances, emergency services contributions, 
donations, information technology and other related epxenditure. CPI has been used to 
project Council’s other expenses for future years. 
 

19/20 20/21 21/22 22/23 23/24 24/25 25/26 26/27 27/28 28/29 

2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 
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Long Term Financial Plan 2019 – 2029 

Budget Summary 
 
Council’s proposed 2019/20 to 2028/29 long term financial plan (LTFP) is as per Attachment 
1, which represents the Consolidated Council (all activities of Council). In summary, a 
balanced budget is presented across the 10 year LTFP for the Income Statement. A balance 
sheet and cashflow are also provided. Council considers the Water Supply and Sewerage 
Services to be separate business units of Council. All other functions of Council come under 
the General Fund.  
 
Council’s operating result for 2019/20 is estimated to be $7,848 million surplus. When you 
remove the effect of capital grants and contributions, the operating result is ($2,487) million 
deficit. 
 
The table below breaks down the Consolidated Council income statement into the three 
separate funds for the 2019/20 year: 
 

 General 
Fund 

Water 
Fund 

Sewer 
Fund 

Consolidated 

Total 

 (‘$000) (‘$000) (‘$000) (‘$000) 

Income Continuning Operations 22,166 1,532 516 24,214 

Expenses Continuning Operations (14,811) (1,088) (467) (16,366) 

NET OPERATING RESULT FROM 
CONTINUING OPERATIONS 
SURPLUS/ (DEFICIT) 

7,355 444 49 7,848 

     

NET OPERATING RESULT BEFORE 
CAPITAL ITEMS SURPLUS/ 
(DEFICIT) 

(2,800) 264 49 (2,487) 

     

Other Funding Movements     

Capital Expenditure (11,657) (1,332) (447) (13,436) 

Reserves Movement (70) 674 221 825 

Loans Movement (202) (63) 0 (265) 

Depreciation Contra 4,574 277 177 5,028 

Total Other Funding Movements (7,355) (444) (49) (7,848) 

     

Net Budget Surplus/ (Deficit) 0 0 0 0 

 

  



P a g e  | 12 

 

 

Performance Monitoring 

Council not onlys monitors it’s LTFP and annual budget in terms of meeting budget 
expectation, but it also monitors measures to assess its long term financial sustainability. To 
achieve this montinoring process, Council uses financial performance indicators including: 
 

 Operating performance ratio; 

 Unrestricted current ratio; 

 Own source revenue ratio; 

 Debt servicing cover ratio; 

 Rates and annual charges outstanding ratio; and, 

 Cash expense coverage ratio. 
 
The financial indicators are in accordance with Local Government Code of Accounting 
Practice and Financial Reporting. Council is required to report on these financial indicators 
as part of its annual financial statements and will also report on a quarterly basis as part of 
the budget review process. 
 

These indicators, or ratios, are used by the NSW Local Government industry as the minimum 

benchmarks for reporting. The ratios and their description/ purpose are listed below for the 

2019/20. A full ten year analysis can be located at Attachment 3. 

 Benchmark Council 2019/20 

Operating performance ratio >0.00% (17.92)% 

Unrestricted current ratio >1.50x 3.59x 

Own source revenue ratio >60.00% 30.76% 

Debt servicing cover ratio >2.00x 31.86x 

Rates and annual charges outstanding ratio <5.00% 5.13% 

Cash expense cover ratio >3 mths 7.29 mths 

 

Understanding the ratios 

Operating performance ratio - This ratio measures Council’s achievement of containing 
operating expenditure within operating revenue; 
Unrestricted current ratio - To assess the adequacy of working capital and its ability to 
satisfy obligations in the short term for the unrestricted activities of Council; 
Own source revenue ratio - the measurement of a local government’s ability to cover its 
costs through its own revenue efforts, namely rates, annual charges and fees and charges; 
Debt servicing cover ratio - This ratio measures the availability of operating cash to service 
debt including interest, principal and lease payments; 
Rates and annual charges outstanding ratio - To assess the impact of uncollected rates and 
annual charges on Council's liquidity and the adequacy of recovery efforts; 
Cash expense cover ratio - This liquidity ratio indicates the number of months a Council can 
continue paying for its immediate expenses without additional cash inflow. 
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Long Term Financial Planning – Sensitive 

Analysis 

As part of the Long Term Financial Plan (LTFP) document, Council has undertaken certain 

sensitive analysis to assess the impact a particular change would have on the bottom line 

budget. Although the assumptions lised in the previous sections are Council’s current 

informed and best estimated information based on different sources, long term financial 

plans are inherently uncertain. 

 

Sensitive Analysis 1 

Under this scenario, of which the result on the income statement is at Attachment 3, 

considers the impact on Council revenue if the 10.00% special rate variation was not 

approved. In other words, remove the 10.00% variation and only apply the rate peg amount 

for the ten year plan. 

Change assumption from: 

19/20 20/21 21/22 22/23 23/24 24/25 25/26 26/27 27/28 28/29 

10.00% 10.00% 10.00% 10.00% 10.00% 10.00% 2.50% 2.50% 2.50% 2.50% 

 

To: 

19/20 20/21 21/22 22/23 23/24 24/25 25/26 26/27 27/28 28/29 

2.70% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 

 

Had the 105 special rate variation and all other revenue and expenditure items remained 

unchanged, then the 2019/20 financial year would have resulted in a deficit of ($154,524) 

and an overall deficit over the ten years of ($2,598,809). Attachment 4 shows the results of 

this analysis. 

 

Sensitive Analysis 2 

Consider the impact of an increase in CPI from estimated 2.50% to 5.00%. This scenario 

would highlight how a change in an assumption, one that is used quite extensively in the 

LTFP budget process, can impact the bottom line. Inflation is one that is based on data 

available at the time, but if we apply a worsen case scenario, then it should show how a 

5.00% increase in some expenditure items can impact the bottom budget line. 
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Change assumption from: 

19/20 20/21 21/22 22/23 23/24 24/25 25/26 26/27 27/28 28/29 

2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 

 

To: 

19/20 20/21 21/22 22/23 23/24 24/25 25/26 26/27 27/28 28/29 

5.00% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 

 

The result is a deficit for 2019/20 of ($18,480) and an overall deficit over the ten years of 

($207,002). Attachment 5 shows the results of this analysis. 

 

Attachments 

The following attachments form part of the Long Term Financial Plan documents: 

Attachment 1  10 Year Long Term Financial Plan for Consolidated Council  

Attachment 2  2019/20 Budget by Function for Consolidated Council 

Attachment 3  Ratio Analysis for Consolidated Council 

Attachment 4   2019/20 Capital Works Program for Consolidated Council 

Attachment 5  Scenario 1 – No Special Rate Variation 

Attachment 6  Scenario 2 – Inflation from 2.50% to 5.00% 
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Attachment 1: 10 Year Long Term Financial Plan  

     



P a g e  | 16 

 

 

Attachment 1: 10 Year Long Term Financial Plan (Continued) 
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Attachment 1: 10 Year Long Term Financial Plan (Continued) 
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Attachment 1: 10 Year Long Term Financial Plan (Continued) 
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Attachment 1: 10 Year Long Term Financial Plan (Continued) 

     



P a g e  | 20 

 

 

Attachment 2: 2019/20 Budget by Function for Consolidated Council 
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Attachment 3: 10 Year Ratio Analysis for Consolidated Council 
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Attachment 4: 2019/20 Capital Works Program for 

Consolidated Council 
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Attachment 4: 2019/20 Capital Works Program for 

Consolidated Council (Continued) 
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Attachment 4: 2019/20 Capital Works Program for 

Consolidated Council (Continued) 
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Attachment 4: 2019/20 Capital Works Program for 

Consolidated Council (Continued) 
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Attachment 5: Scenario 1 – No Special Rate Variation 
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Attachment 6: Scenario 2 – Inflation from 2.50% to 5.00% 

 


