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INTRODUCTION
Council's Long Term Financial Plan (LTFP) forms part of the
Resourcing Strategy, which supports a holistic approach to financial
planning for the future. 

The purpose of the LTFP is to ensure that Council has sufficient
financial resources to fund asset maintenance and renewal, and
provide services to the standard that the community expect.

In conjunction with the Workforce Plan, Asset Management Plan and
Digital and Customer Information Plan, the LTFP  has been developed  
not only to satisfy legislative requirements, but more importantly, to
provide financial projections for Council over a 10 year-period and
assist in communicating these to our community.

The key objective of the LTFP is financial sustainability in the short,
medium and long term, which will enable Council to deliver the
actions detailed in its Community Strategic Plan, Delivery Program
and Operational Plan.

The Plan documents a series of assumptions and scenarios in 
 conjunction with Council’s suite of IP&R documents. most
significantly  its Digital Asset Management Plan, which sets out
current asset conditions and future levels of service, along with
projected rating strategies. 

The LTFP is used to assist in financial decision making. Consideration
is given to what services are to be provided, the level of those
services, the level of rate income required, income from other
sources, the level of funding required from borrowings and the ability
to service those borrowings.

The aim is to ensure that Hunters Hill is able to be sustainable and
thriving into the future exceeding the State governments fit for the
future benchmarks, and delivering services that our community 
 wants and needs now into the future.
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Can we survive the
pressures of the future?

What are the
opportunities to increase
income?

Can we afford what the
community needs and
wants?

How do we deliver
financial strategies to
achieve the objectives of
the Community Strategic
Plan?

What questions does the LTFP seek
to answer?
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Where does the Resourcing Strategy fit in
IP&R?

1.3 Where does the LTFP fit in
IP&R?
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Long Term Financial Plan (LTFP)
WHAT ARE THE
ESSENTIAL ELEMENTS OF
THE LTFP?

Shows how Council will achieve financial
sustainability over the long term

Incorporates easy to read commentary
to explain financial information

Includes scenarios (e.g., planned,
optimistic, conservative), as well as a
sensitivity analysis
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WHAT DOES OUR LTFP
INCLUDE?

A 10 year projection which is updated annually as part of
the Operational Plan & Budget process

Projected income and expenditure, balance sheet and
cash flow statement. A Council endorsed Asset
Management Policy

Planning assumptions used to develop the Plan

Sensitivity analysis - highlights factors/assumptions
most likely to affect the projections in the Plan

Financial modelling of scenarios e.g.
planned/optimistic/conservative

Information explaining Special Variation (SV) to rates
scenarios, needs and analysis

Methods of monitoring financial performance



Financial
Planning

Plan and forecast revenue and
expenditure

Investment of
Funds

Provide for the secure and
optimum return on the investment

of funds

Capital
Improvements

Ensure improvements are
programmed and undertaken

within the parameters of available
funding

Current
Ratio/Liquidity

Ensure Council's level of funds are
sufficient to finance recurrent

operations, meet liquidity
requirements and secure our

financial position into the future

Loan Funding

Provide for capital improvements
within the parameters of our debt

servicing capacity and annual
allocations by the Office of Local

Government

Creation and
Maintenance of

Financial
Reserves

Ensure projects and specific
expenditure can be undertaken in

the future to without material effect
on the budget

What are our financial objectives?
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1. LTFP Strategy, Principles &
Initiatives

 

7



Council should achieve a

fully funded operating

position reflecting that

Council collects enough

revenue to fund

operational expenditure,

repayment of debt and

depreciation.

 

Council should maintain

sufficient cash reserves to

ensure that it can meet its

short- term working

capital requirement

 

 

 

 

Council should have a

fully funded capital works

program, where the

source of funding is

identified and secured for

both capital renewal and

new capital works.

 

 

Council should maintain

its asset base, by

renewing ageing

infrastructure, which is

identified, and by

ensuring cash reserves

are set aside for those

works that are yet to be

identified.

A financially sustainable Council is one that has the ability to fund ongoing
service delivery and the renewal and replacement of assets. This definition
has been translated into four key financial sustainability principles outlined
below. It is important to note that while these principles represent financial
sustainability, most Councils will find it difficult to obtain this level of
sustainability.

The problem with deferring asset renewals is that the older assets get the
more they cost a Council to maintain. This in part is being addressed through
the implementation of Integrated Planning and Reporting by allowing
Councils to demonstrate to their communities the long-term financial
ramifications of not renewing assets.

TCorp (New South Wales Treasury Corporation) defines sustainability as: “A
local government will be financially sustainable over the long term when it is
able to generate sufficient funds to provide the levels of service and
infrastructure agreed with its community”.

 1.1 Financial sustainability principles

 1  4 3 2
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own source revenue i.e. the ability of Council to raise funds outside of
grants and contributions;
cash liquidity and Council's ability to pay immediate expenses;
the proportion of infrastructure backlog as against the total value of all of
Council's infrastructure;
actual expenditure on asset maintenance as against total required asset
maintenance:
the rate at which building assets are being renewed or upgraded against
the rate which they are depreciating.   

Local Government Code of Accounting Practice and Financial Reporting
(Guidelines) and Fit for the Future Performance Measures are used to
measure key performance indicators such as:

Based on the above ratios, our 4 Sustainability Principles are:



A focus on shared service opportunities to improve service delivery and reduce costs; good
examples being agreements with Lane Cove Council (LCC) to share library services, a shared
depot, waste management, road safety and rating services. The shared library service
implemented on 1 July 2020 has saved $350,000 every year, equivalent to around 3.5% of rate
income.

The development of a draft Property Strategy to optimise Council-owned land. Strategy
execution has commenced with commissioning of feasibility studies of developable, saleable or
leaseable land.

An ongoing review of fees and charges to change in line with surrounding municipalities and  
 increase to equitably recover costs and maintain service standards.  

Investment in improved technologies to support more customer-friendly systems and drive
organisational change and efficiencies. The recently upgraded development application
assessment corporate business system, which is integrated with the NSW Government Online
Planning Portal.

01

02

03

04

Implementation of an industry-leading digital asset management system (AMP). Completion of
the AMP last year now gives us a more rigorous assessment of the condition of our
infrastructure assets than previous systems that relied heavily on desk-top estimates. The
system enables more precise modelling of asset condition at different investment levels.
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 1.2 Sustainable & Thriving Strategy
Council has developed a
Sustainable and Thriving
Strategy to support the
Delivery Program. 

The Strategy has four
components: efficiency and
process improvements,
shared services initiatives,
revised asset management
plan and diversified revenue
growth including property
activity. 

Several initiatives were
implemented over the past
18 months to improve
financial performance.

Adoption of an action in our Community Strategic Plan that initiates community consultation
about extending two SVs due to expire in June 2022 and June 2023. The SVs are 4.80% and 5.27%
of rates respectively, and provide funding for roads and environmental works. The consultation
process will include expectations about asset service standards and how the longer-term
financial outlook can be improved. In addition, Council applied for a SV in 2019/20 for
improvements to community facilities. Using the evidence based approach adopted in the AMP,
Council will investigate measures to apply for a permanent increase in SVs to fund capital
backlog, following scenario analysis and extensive community consultation.  

9



1.3 Sustainable initiatives
OPERATIONAL AND
MANAGEMENT INITIATIVES 

A provision for efficiency gains of $113,000 (0.75% on the
original 2020/21 budget (less depreciation). These are
projected gains to be taken to the bottom line; not
reallocated specifically to other programs. The saving can
come from any source; possibly technology-driven changes,
expansion of LED streetlighting, using less paper, or other
overheads. As the exact source of these savings has not yet
been determined they have been split equally between
employee costs and materials and contracts in the LTFP
models.

REVENUE INITIATIVES

$30,000 for the increased use of our halls and
community centres. 
$30,000 for the increased use of parks and playing
fields (sport, events etc.).

The following revenue initiatives have been factored into
the LTFP models from 2022-23:

10

EFFICIENCY INITIATIVES



1.3 Sustainable initiatives
PROPERTY INITIATIVES
Council’s Property Advisory Committee (PAC) has, in concert with the Council,
worked over a 12-18 month period to develop a Community Infrastructure
Plan (Property Strategy), through a series of workshops and briefings and
drawing on the relevant information from research, studies and other
strategic documents developed over the past 15 years. Further details of the
strategy are included in the section on revenue financial assumptions.

Property-related income will come from proposed development of major
sites, the sale of remnant lands and lease of Council sites. Work has
commenced to determine what these financial outcomes may be, but this is
not yet at a stage where accurate forecasts can be included in long-term
forecasts. $100,000 has been included from 2023/24 as an allowance for
ongoing – but as yet unspecified - income from property activity.

As property forecasts are further developed, they will form an important
component of the overall financial strategy. For example, where Council can
retain the proceeds from the sale of surplus roads, rather than return them to
the Crown, Council must spend this money on roads. This could therefore
reduce the call on general revenue for increased road renewal expenditure.
Funds could be directed to one-off projects that upgrade assets that have
higher than normal public use (a footpath outside a school, for example),
contributing to an overall improved asset condition rating. 

While there may be exceptions, the overall suggested strategic approach is
to reinvest sale proceeds, other than from roads, into income-producing
assets that inject on-going annual revenue into the budget. 

This Approach is widely used with in local government to diversify revenue
and reduce the reliance on rates revenue.  Hunter's Hill Council currently
receives approximately 68% of its revenue from rate income as compared to
the average of 54% for other Sydney Metropolitan Councils.

10

The new initiatives shown below have been included in each of the four models in this LTFP to improve financial sustainability.

Council has undertaken a robust and industry leading analysis of its asset. 
 The result is a `Asset Management Plan (AMP) that is underpinned by data
and based on the Institute of Public Works Engineering Australia (IPWEA)
standards. 

The AMP is delivered on a digital platform that enables modeling and
transparency of all its civic assets.  Funding of the the maintenance and
renewal of assets is core to the sustainability of a Council.

The AMP provides up-to-date data about the current condition of
infrastructure assets, their future condition based on current levels of
maintenance and renewal spending, and models potential future condition
based on various intervention triggers and investment scenarios. 

This information will be used to inform future consultation with the
community regarding asset service level expectations and associated costs.

Modelling also factors in the current level of maintenance expenditure and
shows how this would need to increase just to maintain current asset
condition, should the recommended increases to capital expenditure not
proceed. 

ASSET MANAGEMENT PLAN



2. Financial Assumptions -
Revenue
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2.1  Economic climate & budget
parameters

Movements in economic growth are difficult to predict. Council uses a number of budget parameters in its ten-year forecasts in the LTFP. 
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Inflation - Consumer Price Index
(CPI) NSW*

28/29 29/30 30/31

Wages & Salary – Local
Government Award 

Rates – Independent Pricing and
Regulatory Tribunal

Interest Rates (90 days)*

24/25 25/26 26/27 27/2820/21 21/22 22/23 23/24

2.3% 1.2%

1.5% 2.0%

2.6% 2.0%

0.80%

1.7%

2.1%

2.5%

.98%

2.2%

2.6%

2.5%

1.38%

2.2%

2.8%

2.5%

1.68%

2.1%

3.1%

2.5%

1.93%

2.1%

3.7%

2.5%

2.06%

2.3%

2.5%

2.5%

2.28%

2.5% 2.3%

2.5%

2.5%

2.37%

2.5%

2.5%

2.53%

2.2%

2.5%

2.5%

2.62%

Yr 1 Yr 2 Yr 3 Yr 4 Yr 5 Yr 6 Yr 7 Yr 8 Yr 9 Yr 10



Rate pegging sets the maximum percentage increase allowable to
generate revenue for councils. The rate peg is a percentage amount that is
set each year by the Independent Pricing and Regulatory Tribunal (IPART)
using the Local Government Cost Index.

In prior years IPART has reduced the rate peg to an amount below the Local
Government Cost Index for anticipated productivity increases. For 2021-
2022 the rate peg has been set at 2.0%. 

This constraint on revenue limits the ability of council to raise revenue to
meet the increased costs in providing services. Councils may apply for an
increase to general income above the rate peg through seeking a special
variation.

Special variations provide an opportunity for councils to increase their
general income by an amount greater than the annual rate peg. The IPART
assesses and determines applications by councils for special variations
under powers delegated by the Minister for Local Government.

2.2  Rate income
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community service requirements (e.g., unmet demand for services, new
demand for services or community support for enhanced service
standards)
infrastructure requirements (including essential infrastructure
associated with new developments or to address infrastructure
backlogs)
projects of regional significance
other special or unique cost pressures

2012-13 - 4.8% for roads and 2% for operations
2013-14 - 2.17% for environment, 3.1% for infrastructure and 2% for
operations
2019-20 - 4.04% for community facilities and 3% for operations

Councils may apply for a special variation for a range of purposes. These
include: 

Council has applied for and been successful in the following special
variations:

Apart from the 2% operational components in the 2013/14 and 2019/20
increases, which Council can keep permanently, these special variation are
for a period of 10 years to cease in 2022, 2023 and 2029 respectively. Any
application to renew expiring special variations requires IPART approval.



A base case  which allows

the current special

variations to expire and not

be renewed. Total rate

income would fall by

approximately $405,000

(4.7%), $472,000 (5.3%) and

$435,000 (4.2%) in 2022-23,

2023-24 and 2029-30

respectively. Spending on

asset renewal would

decrease correspondingly, 

Result: A decline in asset

condition and an increase in

renewal backlog works

from the current $4.7M to

$18.9M (current dollars) in

2030-31.

The income from expiring

special variations continue

permanently, requiring

IPART approval, and is

directed to asset renewal in

accordance with Digital

Asset Management Plan

(DAMP) recommendations.

Total rate income would

increase by the 2.5% IPART

rate peg.

Result:  Asset condition

declines and renewal

backlog increases to

$12.0M.

The income from expiring

special variations continue

permanently and is

directed, together with an

additional average $915,000

per annum, to asset renewal

in accordance with DAMP

recommendations. Total

rate income increases by

the 2.5% rate peg plus an

additional $830,000 (9.3%) in

2022/23. 

Result:  Improvements in

the condition of some asset

classes, particularly roads,

and an asset renewal

backlog of $5.5M.

The income from expiring

special variations continue

permanently and is redirected,

together with an additional

average $1,480,000 per annum,

to asset renewal in accordance

with DAMP recommendations.

Total rate income increases by

the 2.5% rate peg plus an

additional $1,330,000 (15.0%).

This results in improvements in

the condition of some asset

classes, particularly roads, and

elimination of asset renewal

backlog by 2030-31. 

 Result: Additional income

results in projected operating

surpluses when capital income

(e.g., grants and developer

contributions) are excluded.

 SCENARIO  1 SCENARIO  2

Four LTFP scenarios have been developed and each has a different financial impact commencing from 2022/23. The four options, summarised below, will be
discussed with the community during 2021/22, with a decision on the preferred scenario to be made by no later than February 2022. 

 SCENARIO  3 SCENARIO  4
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Domestic waste charges have been set at a level to recover
estimated costs. The 2021-22 Operational Plan outlines specific
charges for different options, aligned with Council’s strategy to
reduce landfill costs. The 2021-22 standard charge will increase
by 0% to 13%. In future years, each model projects these charges
to increase by the IPART rate peg (2.5%).

If Council did not have a special environmental rate, it would
be able to make a Stormwater Management Service Charge.
It is assumed this position will remain as the AMP will
recommend expenditure on drainage infrastructure, which is
funded under existing SVs.

Stormwater management involves the use of structural (e.g.,
physical infrastructure and treatment techniques) and non-
structural (e.g., education programs and monitoring)
measures to both improve stormwater quality and mitigate
excessive flows. This contributes to pollution abatement,
protection of aquatic ecosystem health and flood mitigation.

Under the Local Government (General) Regulation the upper
charge limit for urban residential land is $25 per annum.
Urban business land can be charged $25 plus an additional
$25 per 350m2 of land area, or part thereof. This
acknowledges the often-greater area, proportionately, of
impervious surfaces on urban business land as compared to
urban residential land.

2.3  Domestic
       waste
       management

2.4  Stormwater
       management 
       service charge
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Cost of providing the service
Whether the goods or services are supplied on a commercial basis
Importance of the service to the community
Capacity of the user to pay
Impact of the activity on public amenity
Competitive market prices
Prices dictated by legislation

Council has the ability to raise revenue through the adoption of a fee or a charge
for services or facilities. The fees and charges which Council can charge are split
into two categories:

Regulatory Fees – These fees are generally determined by State
Government Legislation, and primarily relate to building, development or
compliance activities. They include inspection services, planning and building
regulation (DA fees) and S10.7 Certificates and S603 Certificates. Council has
no control over the calculation or any annual increase of these fees and
charges. However, these are also subject to the level of activity determined
by economic conditions.

Pricing Fees Methodology - Council has the capacity to determine the
charge or fee for discretionary works or services such as the use of
community facilities and access to community services.

Aside from statutory fees, fees are introduced to offset the cost of service
provision or, in the case of commercial activities, to realise a reasonable rate of
return on Council assets to support the provision of services and to alleviate the
burden that would otherwise be unfairly placed upon ratepayers. Council has
given due consideration to the following factors in determining the appropriate
price for each fee:

2.5      User fees & charges

Full cost recovery - Recovery of all direct and overhead costs associated
with providing a service. This includes employee benefits, other direct
expenses and overheads.
Subsidised/Partial cost recovery - Council recovers less than full cost for
reasons of community obligation, legislated limits on charging.
Rate of return - Council recovers the full cost of providing the
service/activity plus a profit margin.
Market - Price of the service determined by investigating alternative
prices of surrounding service providers.

In accordance with Section 608 of the Local Government Act 1993, Council
determines fees and charges based on one of the following pricing
methodologies:

For Council’s leases, these are reviewed and renegotiated as they fall due
and are subject to market valuations and CPI adjustment over the term of the
lease. Where a subsidised lease is provided to a community organisation, a
report is provided to Council to resolve an appropriate lease rate.

Proposed user charges and fees for 2021/22, including new fees, are listed in
a separate fees and charges booklet. The four LTFP scenarios all assume CPI
increases from 2022/23.
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The interest rate on overdue rates and charges is set by
the Office of Local Government and after several years of
stability has been reducing over the past few years. 

Interest on investments is predicted to fall in 2021/22 and
is expected to remain low for the near future. Council
reviewed its Investment Policy in 2020/21 with a view to
improving investment returns. 

Council has appointed an investment adviser to (insert
scope)

Other revenues comprise of rental income, fines, commission and
agency fees, sundry rents and charges and the waste rebate.

Income levels from these sources are consistent in each of the
models and are conservatively assumed to increase by CPI each
year. As discussed under ‘Sustainable and Thriving Strategy’ an
allowance has been made for an additional ongoing $60,000 from
2022-23 for rental of community facilities and playing fields.

Improvements to Council buildings as part of the asset
management strategy are expected to contribute to a greater
demand for their use by the community.

2.6  Interest &
       investment 
       revenue

2.7 Other revenues
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Council’s operations are regulated by the Local Government Act (1993). Government policy and priorities can
affect the level of funding available to Council through grants, for example Financial Assistance Grants.

There is also increased pressure on Councils to provide additional services without being appropriately
compensated through Cost Shifting. The 2018 Survey of Cost Shifting by LGNSW identified that in excess of
$820m per year is cost shifted to local government in NSW. 

FINANCIAL ASSISTANCE GRANTS AND OTHER OPERATING GRANTS
Council currently receives the set minimum amount of the Financial Assistance Grant and future years are
assumed to increase by CPI as with CPI other operating grants from the State Government to support
community services and the library services.

CAPITAL WORKS
Council actively seeks grant funding throughout the year to supplement existing funds to be used on capital
works as listed in the Delivery Plan. This however depends on grant funds being available and for what purpose
they can be used.

CONTRIBUTIONS
Council currently has in place a S7.12 Contributions Plan effective from December 2019. This developer
contributions scheme provides for a 1% levy on development costs over $200,000 and 0.5% for contributions
between $100,001 and $200,000. 

Revenue from S7.12 contributions is used to fund various capital projects identified in the Community Strategic
Plan.

2.8  Grants &Contributions
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1 .
THREE

PRECINCTS

Village Green (Gladesville
Road/Figtree Park, Hunters
Hill) 
Arts, Cultural and Heritage,
(Town Hall, Administration
Centre, Museum, Depot and
Council Chambers, Hunters
Hill) 
Lifestyle and Wellbeing
(Former Henley Bowling
Club) 

2.
COUNCIL
OWNED

PROPERTIES
IN

GLADESVILLE

4 Pittwater Road, Gladesville 
Cowell St Carpark, Gladesville 

 
 

3.
LEASES AND

LICENCES 
 

Review of existing lease
and licences to determine
future income generation
opportunities

4.
REMNANT

LAND
 

Review of remnant lands which
may be surplus to Council
requirements. Each parcel to be
reviewed as against a set
Council criteria.

The draft Property Strategy provides a broad overview, which is
broken up into short (1-3 years), medium (3-5 years) and long term (5
years+) goals. However, as project plans for each Precinct are
developed and/or additional opportunities arise, Council may be in a
position to deliver additional projects.

At this stage each of the four LTFP models contains an allowance
$100,000, commencing in 2023-24, for on-going property-related
income. This figure will be adjusted once the draft Property Strategy
is adopted and implemented and income opportunities are realised. 

2.9  Property strategy

19

It is proposed that Proceeds from any land disposals will be
expended in accordance with any legal requirements, on priority
capital works or invested in other property projects to provide on-
going additional revenue. While on-off property sales improve the
annual financial position, it is ongoing revenue that boosts Council’s
strategy to achieve sustainable, on-going surpluses. 

Setout below are the 4 key elements of the draft Property Strategy.



3. Financial Assumptions -
Expenditure
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3.1   Employee benefits
       & oncosts

Projections for employee costs are consistent across the four LTFP models.
They include an on-going saving of $57,000 from 2022-23, being 50% of the
efficiency target from that year (the other 50% is in materials and contracts).
The saving is part of Council’s Sustainable and Thriving Strategy referred to
earlier.

SALARIES & WAGES
Council currently has a Full Time Equivalent staff level of 53. No significant
increases in staffing has been provided for.

An increase of 2.0% in 2021/22 in line with the existing Local Government
Award has been allowed. 

Council has adopted a performance-based scheme that gives a bonus of a
maximum of 3% of an employee’s annual salary which has to be earned each
year by achieving performance objectives.

WORKERS COMPENSATION
The premium for workers compensation is based on claims history and the
total wages bill. 

The assumption is that there is no large increase due to claims history but
that wages and salaries increases would apply.

EMPLOYEE LEAVE ENTITLEMENTS
Employee Leave Entitlements are assumed to increase at the same rate as
salaries and wages.

FINANCIAL
YEAR

14/21 9.50%

SUPERANNUATION
GUARANTEE

RATE

21/22 10%

22/23 10.50%

23/24 11%

24/25 11.50%

25/26 12%

21

SUPERANNUATION
Council’s contribution to superannuation for both the Accumulation and
Defined Benefits Scheme is assumed to increase by the same rate as wages
and salaries.

At this point in time the government timetable for increases in the
superannuation guarantee rate from 9.5% to 12% by 2025/26 is as follows:- 



Council is currently debt free with its last loan repayment being made in
October 2017.

Scenario 3 and 4 in this LTFP propose an annual on-going increase to asset
renewal expenditure to gradually reduce the current renewal backlog. 

Another approach that has been explored is bringing forward expenditure
over a much shorter period to eliminate the backlog earlier, thereby
avoiding higher future maintenance costs caused by accelerating asset
degradation.

The challenge here is one of affordability. 

Reducing the current backlog would require an investment $4.7M. Even if
this was spread over two or three years it is still a substantial annual
increase in rates. 

Loan borrowings can provide a solution to this as the cost of servicing the
debt can be spread over time and this cost replaces, or at least reduces,
the annual renewal investment otherwise required. The timing of this is
also currently attractive given historically low interest rates.

The Digital Asset Management Plan analysis suggests that the increased
annual investment as proposed in the scenarios is a better alternative. This
allows for the backlog to be validated after 5 years, by which time a further
field assessment should be conducted to gauge the impact of the
increased works programs. Increased, staged and prioritised works
programs will enable an orderly procurement and delivery of works that
can be aligned to the service standards agreed with our community.

MATERIALS

Materials allocation consists of raw materials and consumables used
in the maintenance of Council’s assets, and in supporting the delivery
of services. Therefore, with the same service levels it is assumed that
costs would be constant with increases for the CPI and a 0.75% for
ongoing efficiency saving, as discussed earlier, has also been
factored into the LTFP scenarios.

CONTRACTS

The majority of contractors and consultancy costs relate to service
delivery such as waste services and maintenance. 

Other contractual costs include audit services and legal fees.

In 2016/17 the NSW Auditor General took over responsibility for
Council Audits and are also responsible for setting the audit fee.

The waste contract costs and other contracts have been assumed to
increase by CPI.

3.2  Loan
      borrowings

3.3  Materials &
       contracts
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2014/15 Roads, Bridges, Footpaths and Drainage Assets, and Other Assets
2015/16 Community Land
2016/17 Water and Sewage Assets
2017/18 Operational Land, Buildings, Plant and Equipment 

Depreciation is the allocation of the depreciable amount of an asset over its
useful life.

The Office of Local Government mandated the revaluation of assets to fair
value under the following timetable:

The above valuation cycle will continue into the future. This had the effect of
turning an operational surplus into a deficit over time due to increased
valuations leading to increased depreciation costs particularly in the roads
category.

Assetic, Council’s asset management contractor, revalued the asset base as at
30 June 2020. The net value of infrastructure assets increased by $14.4M to
$223.1M, a 7% increase. As part of this work, Assetic also estimated the annual
depreciation to apply for 2020/21.

Total annual depreciation on infrastructure and other assets is now estimated
to be $3.5M, however Assetic will be refining the infrastructure component as
they gain more detailed knowledge of our assets and our maintenance and
renewal practices. 

Depreciation is the annual ‘using up’ of the asset over its useful life calculated
on a straight-line basis to meet NSW Government audit requirements, and as
referenced in the Certified Practising Accountant (CPA) guide for Valuation and
Depreciation:

“It is important to note that “depreciation” is a non-cash accounting estimate
of the amount of future economic benefit estimated to be consumed over a
12-month period. It is not an actual cost of delivering a service, neither is it a
source of revenue. Accordingly, the use of depreciation as a proxy estimate
of future funding needs should be discouraged in favour of the
development of robust asset management plans and their associated
budget.”

3.4  Depreciation
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The reasoning behind this can be seen in the following Institute of Public
Works Engineering Australia (IPWEA) graph:

The DAMP recommendations for asset renewal expenditure (see the section on
Asset Management Planning below) included in scenarios 2, 3 and 4 are less than
the depreciation estimates over that period. In theory, in the longer-term there will
be years when the actual asset renewal spend varies higher or lower from
depreciation calculations.

The work undertaken by Council and Assetic, so far has included estimating what
our asset renewal expenditure needs are over the next 10 years based on industry
benchmarks and a universal service standard and intervention level. 

This and future years’ requirements will be refined as part of the community
engagement process and the gaining of more detailed knowledge about our asset
performance.

Some preliminary, broad 20-year modelling shows average renewal expenditure
increasing over that period, however this will need to be developed further during
2021-22 as part of the overall financial strategy, particularly determining any
revenue that should be set aside to accommodate longer-term asset
commitments.

Scenario 4 of this LTFP effectively funds depreciation, provides for a balanced
budget (after capital income is excluded), provides the revenue to complete asset
backlog works over 10 years, and potentially provides additional capital (which can
be held in reserve) for longer-term asset renewal, increased asset service
standards, new capital works or meet the costs of unforeseen emergency repair
work.



3.5  Other expenses
Other expenses include State government levies of NSW Fire
Brigades Levy, Planning Levy and Valuation charges. Other
operational costs such as Insurance, subscriptions and publications,
Street Lighting, electricity, telephones, bank charges, and Mayoral
and Councillors fees.

Where these costs have not been advised unless otherwise stated
the CPI has been used in the current and future years.
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4. Capital Expenditure
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During 2019-20 Council  developed, in partnership with its Asset
Management Service Partner, Assetic, a robust and evidence based Digital
Asset Management Plan (DAMP) to determine its long-term infrastructure
investment priorities. The DAMP has informed the Asset Management Plan
that accompanies the current suite of Integrated Reporting and Planning
documents. Each of the four senarios in this LTFP is based on the
investment options produced by the DAMP, based on a proposed
intervention level and summarised in the table below.

The backlog shown in the table is the estimated cost to renew assets that
are due for renewal based on adopted service levels., but not able to be
funded within the allocated budget. Increases in backlog will generally
result in both an increase to required asset maintenance and a reduction
in service levels. 

Investing in the gradual reduction of any existing backlog will serve to
constrain ongoing maintenance costs and meet adopted service levels.
The alternative is to reduce service levels across some parts of the asset
portfolio to match allocated budgets.

ASSETIC 10-YEAR INVESTMENT MODEL ATTACHED AS APPENDIX 1

4.1  Asset Management Planning
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5. Risks and LTFP Sensitivity
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The models in the LTFP are based on the best information currently
available. Given they are 10-year projections there can be many
unforeseen challenges that can arise over such a long period, which
have a direct impact on the assumptions in the Plan and consequently
on Council's financial position. While a conservative approach is taken
to budgeting, the following risks are present.

Scenarios 2, 3 and 4 in the LTFP all assume community support and
IPART approval. Scenario 2 assumes IPART’s permanent approval of
the renewal of income currently being received, paid already by
ratepayers, through three temporary special variations. 

Scenario 3 and 4 are also based on this assumption, but with additional
amounts sought to address infrastructure renewal backlog. 

From 2022/23 the annual IPART rate peg is assumed to 2.5%. 

Each 1 % of rates is worth around $100,000 of income. Any variations to
this assumption can have a significant impact on projections over time.

As outlined previously, Council has invested in an evidence-based
asset management system to determine its infrastructure investment
priorities.

Periodic assessment and field testing of asset condition will be
carried out to validate the effectiveness of projects implemented and
confirm asset renewal priorities. 

A significant unknown at the moment is the condition of the
stormwater network in Council’s area. CCTV investigations of
drainage systems are underway, but it will take some time to
complete this program and assess what rectification works may be
required. 

As a buffer against potential unforeseen costs, the maintenance
savings predicted to accrue from an increased level of asset renewal
expenditure have not been taken up in the LTFP scenarios.

5.1  Scenarios,
IPART & rate   
 pegging

5.2  Review of 
asset condition
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The LTFP has been prepared on the basis of stable, post-
COVID economic conditions. Changes to these conditions can
impact on several areas of the LTFP, including employee
costs, investment returns, revenue cash flow, cost increases
and government grants.

Council will be consulting the community on the scenarios contained
in this LTFP. A significant part of this will be consultation around the
community’s expectations in regard to the condition of infrastructure
assets e.g., roads and footpaths. 

As outlined in the Digital Asset Management Plan the assumptions in
the LTFP are based on a proposed universal intervention level of ‘4’, on
an asset condition scale of 1 to 6, 1 being the best condition. If there
are particular assets where the community demands an earlier
intervention, this will change financial projections in the scenarios.

Similarly, the Asset Management Plan assumes a universal type of
road treatment that may not be applicable in all circumstances. This
too will  have impact on financial projections.

The scenarios assume continuance of at least the current standards
for other services. 

An increased demand in other areas will impact on the LTFP
assumptions

5.4  Economic
conditions

5.5  Demand for
      increased
      services
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5.3  Employee 
costs

Council’s total employee costs in 2021/22 are budgeted to be
$6.1M. A 1% shift in employee costs equates to $61,000. The
allowance for future award increases and increases
associated with rising superannuation contributions are
believed to be adequate, however economic conditions can
change and have flow-on effects to this cost, the most
significant in Council’s budget.



6. Balance Sheets & Cash
Assumptions
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Domestic Waste Management: The surplus or deficit on Domestic
Waste Management operations is transferred to this reserve. Domestic
Waste Management revenue can only be used for this purpose
S7.12 Developer Contributions: Contributions received can only be used
for the purposes stated in the Plan. Often contributions received and
expenditure for the same year do not match, as the total funds may not
yet have been recovered to meet the full cost of  the delivery of a
major piece of infrastructure.

Plant Replacement Reserve: Amounts equivalent to depreciation are
transferred here to fund the net cost of future plant replacement, such
as backhoes
Employee Leave Entitlements; Council maintains this reserve at 40% of
cash entitlements
Deposit, retentions and bonds: These monies Council holds in trust for
Council services that is repayable to customers e.g. Bonds for hall hire.

Council has cash reserves which are either a legislative requirement
(externally restricted) or through a Council decision (internally restricted).
These reserves are intended to spread works or other costs over a number
of years. An example of this is Council elections are generally held every
four years. Each year one quarter of the estimated cost is put aside to meet
the election cost.

Set out under Council's reserves:

Externally Restricted:

Internally Restricted:

6.1  Reserves
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Elections: Funds for council elections, generally held for up to 4 years
Roads Reserve: Any sale of council road reserves is placed here for
expenditure on roads
Insurance; intended to fund Council excess should a claim occur
Office Equipment Replacement: to fund replacement equipment
including IT equipment
Construction of Building Reserve; Intended to help fund any major
works required
Property Reserve: intended to fund initial feasibility works for the
Property Strategy
Sustainability Reserve: for Council’s street light renewable program and
other sustainability projects
Reserves for urgent maintenance and repairs for stormwater, open
space assets (including marine assets) and community buildings
Community Initiatives and Minor Capital Works reserve totaling $20,000
has also been allocated for projects advocated by the community that
have not been included in Council’s operational plan or budget. Drawn-
down funds from these reserves requires resolution of Council
One-off reserve of $350,000 was created FY2020/21 for the capital
costs associated with the development of a shared depot site with
Lane Cove. Payments are due to be completed FY2023/24.



7. Financial Scenarios
 

33



Reducing rate income by these amounts produces significantly higher
operating deficits before capital income, averaging $2.4M over the nine
years from 2022-23 to 2030-31.

This scenario assumes the current temporary components of the special
variations that are built into Council’s rate base are allowed to expire. This 
 shows reduced rate income after the final year of each special variation:

·      $405,000 in 2022-23, a 4.6% reduction from the prior year
·      $472,000 in 2023-24, a 5.2% reduction from the prior year
·      $435,000 in 2029-30, a 4.2% reduction from the prior year

The value of these Special Variations in Council’s 2020-21 rate base is
$1,232,000, 12.4% of total rates.

7.1  Scenario 1
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Spending on asset renewal would decrease to match reduced available
funds, resulting in a decline in asset condition and an increase in renewal
backlog works from the current $4.7M to $18.9M (current dollars) in 2030-31.

Reducing rate income by this amount increases the projected operating
deficit before capital income from the projected $1,445,000 deficit in 2021-22.
The deficit will increase to $1,655,000 in 2022-23 and to an average annual
deficit of $2,208,000 over the nine years from 2022-23 to 2030-31. This falls
well short of the break-even industry standard.

Over the nine years from 2022-23 to 2030-31 the average annual cash & cash
equivalents is projected to be $1,073,000. The difference between this and
the operating result is mainly due to depreciation, a non-cash item,
exceeding projected spending on asset renewal during that period.

A DETAILED SPREADSHEET ATTACHED AS APPENDIX 2



7.2  Scenario 2
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This scenario assumes income from expiring Special Variations continues,
requiring IPART approval, and is directed to asset renewal priorities in
accordance with DAMP recommendations. 

Total rate income would increase by the 2.5% IPART rate peg. This scenario
maintains the current level of spending on asset renewal. Asset condition
declines and renewal backlog increases from the current $4.7M to $12.0M
(current dollars).

Maintaining the current level of rate income, increased annually by the rate
peg, only slightly improves the projected operating deficit before capital
income from the projected $1,445,000 deficit in 2021-22. 

The deficit will reduce to $1,240,000 in 2022-23 and to an average annual
deficit of $1,178,000 over the nine years from 2022-23 to 2030-31. This falls
well short of the break-even industry standard.

Over the nine years from 2022-23 to 2030-31 the average annual cash &
cash equivalents is projected to be $1,154,000. The difference between this
and the operating result is mainly due to depreciation, a non-cash item,
exceeding projected spending on asset renewal during that period.

At this stage the model excludes expenditure of this surplus pending
community consultation about the cost of meeting asset condition
expectations. Given the predicted deterioration in asset condition in this
model, it is likely that the surplus would be used to increase expenditure on
asset renewal.

A DETAILED SPREADSHEET ATTACHED AS APPENDIX 3



7.3  Scenario 3
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This scenario assumes the income from expiring Special Variations
continues and is directed, together with an additional average $915,000 per
annum, to asset renewal priorities in accordance with DAMP
recommendations. 

Total rate income increases by the 2.5% rate peg plus an additional
$830,000 (9.3%) in 2022/23. This results in improvements in the condition of
some asset classes, particularly roads, and an asset renewal backlog of
$5.5M (current dollars), an increase on the current backlog of $4.7M.

Increasing rate income by this amount improves the projected operating
deficit before capital income from the projected $1,445,000 deficit in 2021-
22. The deficit will reduce to $410,000 in 2022-23 and to an average annual
deficit of $260,000 over the nine years from 2022-23 to 2030-31. 

This falls short of the break-even industry standard however this may be
able to be managed as budget options are further developed e.g., increased
property-related income pending finalisation of the draft Property Strategy
and refinement of depreciation calculations.

Over the nine years from 2022-23 to 2030-31 the average annual cash &
cash equivalents is projected to be $1,157,000. The difference between this
and the operating result is mainly due to depreciation, a non-cash item,
exceeding projected spending on asset renewal in most years during that
period. 

At this stage the model excludes expenditure of this surplus pending
community consultation about the cost of meeting asset condition
expectations. The surplus may be required to fund some assets to a higher
standard than the model assumes or can be held in reserve to finance
longer-term asset renewal, a more accelerated works program to reduce
backlog, new capital works or unforeseen ??? infrastructure cost.

A DETAILED SPREADSHEET ATTACHED AS APPENDIX 4



This scenario assumes the income from expiring Special Variations
continues and is redirected, together with an additional average
$1,487,000 per annum, to asset renewal priorities in accordance with
DAMP recommendations. 

Total rate income increases by the 2.5% rate peg plus an additional
$1,330,000 (15.0%). 

This results in improvements in the condition of some asset classes,
particularly roads, and the elimination of asset renewal backlog by
2030-31.

Increasing rate income by this amount improves the projected
operating deficit before capital income from the projected $1,445,000
deficit in 2021-22. The deficit will reduce to $23,000 in 2022-23 but to
an average annual surplus of $169,000 over the nine years from 2022-
23 to 2030-31. 

7.4  Scenario 4
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This will meet the break-even industry standard and can be further
improved as budget options are further developed e.g., increased
property-related income pending finalisation of the draft Property
Strategy and refinement of depreciation calculations.

Over the nine years from 2022-23 to 2030-31 the average annual cash
surplus is projected to be $855,000. The difference between this and
the operating result is mainly due to depreciation, a non-cash item,
exceeding projected spending on asset renewal in most years during
that period. At this stage the model excludes expenditure of this
surplus pending community consultation about the cost of meeting
asset condition expectations. The surplus may be required to fund
some assets to a higher standard than the model assumes or can be
held in reserve to finance longer-term asset renewal, new capital
works or unforeseen costs.

A DETAILED SPREADSHEET ATTACHED AS APPENDIX 5



8. Conclusion
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Council has made significant progress in the development of its Digital
Asset Management Plan. Evidence-based assessment of the condition of
the majority of Council assets has been the starting point for determining
the level of investment required to bring these assets up to an acceptable
standard. In doing this, assumptions have been made about when in an
asset’s life Council should intervene and make this investment. These
assumptions need to be tested with the community and it is planned to do
this during 2021-22.

An aim of this LTFP is to develop a financial plan that matches the
standard of infrastructure assets to community expectations. At the same
time Council wants to ensure that its longer-term financial position is
sound, that it can afford increased investment in asset renewal and that
enough revenue is available to meet its ongoing operating expenses.

Model 1 shows the negative impact of allowing current special variations to
expire without this funding being renewed. Asset condition declines
significantly, and operating deficits continue.

Model 2 assumes renewal of the special variations and continuance of the
current level of investment in asset renewal. The asset modelling shows
this will not be enough to stop a growth in the backlog of asset renewal.
Operating deficits are also projected over the life of the LTFP. 

Model 3 renews the funding from the special variations but demonstrates
the impact of a 9.3% increase in rate revenue in addition to the assumed
2.5% rate peg increase. Although an asset backlog is still predicted after 10
years, it is considerably less than what it would be in the absence of this
additional investment. Much smaller operating deficits are predicted which
may be able to be reduced through other budget measures yet to be fully
developed.

8.1  Conclusion
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Model 4 also renews the special variations but shows how a 15% increase
in rate revenue in addition to the rate peg can eliminate the asset backlog
completely after 10 years. It also produces budget surpluses and meets
industry-accepted financial performance indicators.

The operating results in all models are impacted significantly by revised
asset depreciation estimates calculated in conjunction with asset
revaluations in 2020-21. By removing this non-cash item from cash flow
estimates each of the models show annual cash surpluses. Models 3 and 4
have the benefit of making significant inroads into, or eliminating, asset
backlog. Cash surpluses can be reserved for other asset requirements,
including increased service standards resulting from the upcoming
community engagement process, new capital works or unforeseen costs.

This LTFP is on public exhibition during May and June 2021 as part of
community consultation on Council’s suite of Integrated Planning and
Reporting documents. Subject to its adoption, community consultation will
occur during 2021-22 about the standard of Council’s assets, the cost of
meeting community expectations and Council’s overall financial
sustainability.



9. Appendices
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Appendix 1 -
Assetic 10 year 

Investment Model 
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Appendix 2 - Scenario 1
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This option assumes the current special variations that are built into Council’s rate base are allowed to expire. 
The model therefore shows reduced rate income after the final years of the special variation: $405,000 in 2022-23, $547,000 and $435,000 in

2023-24. Spending on asset renewal would decrease correspondingly, resulting in a decline in asset condition and an increase in renewal
backlog works from the current $4.7M to $18.9M (current dollars) in 2030-31.



Scenario 1 - 2021 /22



Scenario 1 - 2021 /22



Scenario 1 - 2021 /22



Scenario 1 - 2021 /22



Appendix 3 - Scenario 2
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This option assumes income from expiring special variations continues, requiring IPART approval, and is directed to asset renewal priorities in
accordance with DAMP recommendations. Total rate income would increase by the 2.5% IPART rate peg. This option maintains the current

level of spending on asset renewal. Asset condition declines and renewal backlog increases from the current $4.7M to $12.0M (current dollars).
Maintaining the current level of rate income, increased annually by the rate peg, does nothing to improve the projected operating deficits

before capital income. These will remain close to current levels, averaging an annual $1.5M deficit over the nine years from 2022-23 to 2030-31.
 



Scenario 2 - 2021 /22



Scenario 2 - 2021 /22



Scenario 2 - 2021 /22



Scenario 2 - 2021 /22



Appendix 4 - Scenario 3
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This option assumes the income from expiring special variations continues and is directed, together with an additional average $915,000 per
annum, to asset renewal priorities in accordance with DAMP recommendations. Total rate income increases by the 2.5% rate peg plus an

additional $830,000 (9.3%) in 2022/23. This results in improvements in the condition of some asset classes e.g., roads, and an asset renewal
backlog of $5.5M (current dollars) which is still an increase on the current backlog of $4.7M.

Increasing rate income by this amount improves the projected operating deficits before capital income. These will reduce to an average annual
$420,000 deficit over the nine years from 2022-23 to 2030-31.

 



Scenario3 - 2021 /22



Scenario 3 - 2021 /22



Scenario 3 - 2021 /22



Scenario 3 - 2021 /22



Appendix 5 - Scenario 4
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This option assumes the income from expiring special variations continues and is redirected, together with an additional
average $1,480,000 per annum, to asset renewal priorities in accordance with DAMP recommendations. Total rate income
increases by the 2.5% rate peg plus an additional $1,330,000 (15.0%). This results in improvements in the condition of some

asset classes e.g., roads, and the elimination of asset renewal backlog by 2030-31.
The additional income results in projected operating surpluses when capital income (e.g., grants and developer contributions)

are excluded, achieving the industry benchmark for this KPI.
 



Scenario 4 - 2021 /22



Scenario 4 - 2021 /22
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