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INTRODUCTION 
 
The Ten Year Financial Plans sets out Council’s projections in terms of the income and expenditure 
needs for the ten year period to 30 June 2025. 
 
When setting the annual budget, Council is exposed to financial risk over the long term where little 
consideration is given to the longer term implications of decisions about a single budget period. 
 
The Long Term Financial Plan (LTFP) provides guidance to the Council in its longer term processes 
(Strategic Plan and Asset Management Planning) and assists with short-term decisions to minimise 
this financial risk. 
 
The purpose of the long-term financial plan is to show in financial terms the impact of the activities 
that it proposes to undertake in the medium and longer term in order to achieve the stated objectives 
of the Strategic Plan.  It is similar to but more detailed than the annual budget and just like the 
budget it provides a guide for the future actions of the Council. 
 
The LTFP generates improved information to guide decisions about the mix and timing of outlays on 
operational activities and additional assets and the funding implications of these, both for the 
Council and the community. 
 
In order for Council to achieve long term objectives, it is necessary to set targets and to measure our 
performance against those targets.  The Key Financial Indicators for Council and the proposed 
targets are set out below. 
 

Key Financial Indicators Target KPI’s 

Operating Surplus / (Deficit) – $’000 Surplus 

Operating Surplus Ratio – % 2.5% to 7.5% 

Net Financial Liabilities Ratio – % 0% to 50% 

Asset Sustainability Ratio – % Against AMP 90% to 110% 
 
GENERAL ASSUMPTIONS 
 
Local Government Price Index (LGPI) 

CPI is a measure of the predicted and actual price increase for a “basket of consumer goods”, 
however, the basket of goods used in Council operations is somewhat different to the domestic 
situation.  Recognising this fact, Local Government calculates its own measure called LGPI.  This 
measure can add as much as an additional one percent to the CPI figures available.  For Council, 
this measure is based on information available on the ABS site and other reputable sites for CPI.  In 
the relatively short-term, CPI will be between 2 and 3 percent.  While the term CPI is reflective of the 
understanding of the average ratepayer, LGPI is more reflective of the cost increases experienced in 
the local government arena therefore a base amount of 3.75% (CPI 2.75% + 1%1) has been used. 
 
Growth or Organic Growth 

Should be consistent with population projections and  ABS data indicates that over a ten year 
period, Whyalla’s growth is just below 3%, therefore, a .25% per annum has been included. 
 
Service Levels and Service Mix 

The primary purpose or objective of Council is to deliver services to the community.  The Act 
requires that a Council is responsive to the needs, interest and aspirations of individuals and groups 
with our community and to seek to provide services, facilities and programs that are adequate and 
appropriate and seek to ensure equitable access to our services and facilities.  The current level and 
range of services is at the heart of the financial data contained within the LTFP, any increase to 
service level and mix will impact on the financial data contained within the plan.  All decisions about 
service mix and levels must be driven by the needs, interest and aspirations of the community and 
the community’s willingness to fund them. 



 

INCOME STATEMENT ASSUMPTIONS 
 
Rates 
 
The level of rate increase is a topic that needs lengthy discussion by the Council.  The information 
presented in this paper presents a number of scenarios for rate increases and analyses the effect of 
each of these assumptions on the three key performance indicators of the Council, being: 
 
• surplus/deficit ratio; 
• net financial liability; and 
• asset sustainability 
 
This should be reviewed each year to ensure that the needs of the community are aligned to 
expectations about cost, level of service and service delivery. 
 
Amounts previously shown in Expenses (Rate Rebates and Remissions) are now shown as Contra 
Incomes consistent with the Model Statements. 
 
In the previous version of the LTFP, rates had been increased by CPI + 3% for the life of the LTFP.  
The revised LTFP presented below presents four scenarios for rate increases, these are: 
 

1. 6% for 10 years 
2. 5% for 10 years 
3. 4.5% for 10 years 
4. 4% for 10 years 

 
The 2015/16 Budget will be prepared consistent with Model 2. 
 
Financial Assistance Grants 
 
While returning to the normal pattern, the amount will remain relatively static for the life of the plan 
under the Federal Government’s “CPI Freeze” strategy.  Growth should have a nominal effect on the 
level of FAG’s received. 
 
Statutory Charges 
 
Council, in general, does not have control over the rate of increase for these charges.  These are 
expected to grow at a rate consistent with LGPI + Growth (4%). 
 
User Charges 
 
The pricing strategy considers the nature of the charge (User Pays) and the community benefit 
derived and recognises that a combination also exists.  LGPI + Growth has been used to recognise 
Cost Recovery Principles for some fees and charges (4%), others have been increased to reflect 
cost recovery principles. 
 
Investment Income 
 
The model currently includes an interest rate of 3%. 
 
Other Income 
 
These are expected to grow at a rate consistent with LGPI + Growth (4%). 
 
 



 

EXPENSES 
 
Salary and Wages 
 
Known increases of 3.25% + Growth of .25 has been included for 2015/16 and 2016/17 only.  For 
the remainder of the ten year term, wages increases have been discounted to National trend rates of 
around 2.75%.  In addition to this, an additional factor of .7% has been included for EB productivity 
factors for the life of the plan. 
 
Materials Contracts and Other Expenses 
 
These are all affected by growth, general price increases, the addition of new services and 
increased service levels.  The following assumptions have been made: 
 
• Contractors, Materials and Waste costs, increased by Growth + LGPI 
• NRM Levy to increase by Growth + LGPI 
• Prescribed Expenses to increase by Growth + LGPI 
 
Depreciation 
 
Depreciation rates vary across asset categories.  All are as per accounting standards, policy and are 
reflective of consumption per valuation reports. 
 
Interest Expense 
 
This is currently included at 5.5% thus accounting for differences between the interest for fixed term 
loans and cash advance borrowings.  While this may be higher than current published rates 
suggest, it does reduce the impact that upward movements would have in the short to medium-term.  
Due to uncertainty of timing of cash flows and resulting periodic balances, this needs constant 
review. 
 
Capital Incomes 
 
The plan currently only includes those future capital incomes that are confirmed or currently under 
consideration by funding bodies and are as follows: 
 
• Leisure Centre Funding: $320,000 (confirmed) 
• Places For People: $220,000 (confirmed) 
• Road 2 Recovery Funding: $807,608 (2015/16), $933,251 (2016/17), $282,580 (2017/18) and 

(2018/19) 
• Infrastructure Fund: $236,000 (2015/16) (Confirmed) 
• Minor Infrastructure Grants $70,865 (Bike Path, Heritage Buildings, Bus Stops, Boating 

Facilities) 
 
 
BALANCE SHEET ASSUMPTIONS 
 
Current Assets 
 
Both trade and other receivables and inventories will increase by LGPI. 
 
Current Liabilities 
 
Trade and other payables will increase by LGPI going forward.  Short-term provisions are increased 
by 4% consistent with LGPI and wages assumptions going forward. 
 



 

Non-Current Assets 
 
Revaluations are included in accordance with Accounting Standard requirements.  Renewal 
amounts are those included in the base model and have been kept within the cash flow capacity of 
Council and are reflective of the impact of the above assumptions and a rate increase of LGPI + 
Growth. 
 
Non-Current Liabilities 
 
Borrowings:  There are no future additional borrowings included in the model and the repayment 
schedule is consistent with the Draft iteration. 
 
Long-term Provisions:  Increase by 4% consistent with LGPI and wages assumptions going forward. 
 
Renewal and Replacement of Assets:  The plan needs further development to ensure that 
expenditure is sufficient to meet the needs as detailed in the revised Asset Management Plans and 
Strategic Plan.  In terms of the Asset Sustainability indicator included, renewals have been 
measured against those amounts included in the revised Asset Management Plans. 
 
Asset Disposal:  Future land sales will only be included once realised. 
 
CASH FLOW 
 
The plan does not propose using short-term loan funds for capital needs after the 2014/15 year.  
The current repayment schedule included in the plan occurs over a number of years.  This pattern 
can be changed where additional excess funds are available. 
 
GENERAL COMMENTS 
 
These models should never be viewed as constant and must be adjusted where reality varies from 
those assumptions used in the model.  All levels of increase tested show graduated return to 
surpluses and range from 2 to 6 years.  However the level of exposure to financial risk increases at 
revenue increases at the lower end.  The Rate increase strategy remains constant over the life of 
the plan, all variations show that Council will not achieve consistent surpluses until 2020 and 
targeted surplus ratio will not be achievable until 2021 and grows for the remainder of the planning 
period.  This is based on the current service mix and levels, any increase to service mix and levels 
or a decrease in revenues without concurrent expenditure tightening, has a negative impact on this.   
 
Each percentage point reduction to the rate increase: 
 
• increases the deficit; 
• reduces funds available for infrastructure renewal and new projects; 
• decreases capacity/ability for new services demanded by the community; 
• slows down debt repayment; and 
• reduces future borrowing capacity. 
 
Future Funding Needs 
 
The current draft includes capital replacement and renewal based on those levels detailed in other 
plans.  As further projects are added, the effect on cash flow and loan needs will become apparent. 
 
Future Updates 
 
This Long Term Financial Plan will need to be updated to reflect the final Budget for the planning 
year 2015/16, for changes to Asset Management Plans resulting from revaluations and, after the 
adoption of the new Strategic Plan, to ensure that it reflects any changes to priorities. 



 

KPI 1:  SURPLUS / DEFICIT AND SURPLUS/DEFICIT RATIO 
 
Council’s long-term sustainability is dependant upon ensuring that the day to day incomes exceed 
day to day expenditures.  Where long-term deficits occur, Council’s ability to renew and provide for 
new or upgraded infrastructure is affected; this in turn affects the level and range of services that 
can be offered.   The surplus/deficit ratio indicates the total percentage of rate revenue available for 
proposed capital activity or to reduce debt. 
 

 
 
CONCLUSIONS 
 
At rate increase levels of below 5% for the life of the plan, surplus operating results will not be 
achievable until year 5 of the ten year cycle.   Under the lower variation models, the capacity to 
maintain the existing service level and service mix and for Council to maintain capital renewal and 
upgrade as determined by the Asset Management Plans will be severely restricted.  In addition to 
this, if Council is to retain pensioner remissions into the future, it must accept that this will either 
come at the sacrifice of existing service standards (level and mix) and asset renewals. 
 
 
KPI 2:  NET FINANCIAL LIABILITIES 
 
This measure represents the amount owed by Council less amounts held and owed to the Council 
and is a comprehensive measure of the level of indebtedness of the Council as it includes employee 
leave provisions and entitlements and other amounts payable as well as Council’s cash holdings. 
 

 
 
 
 



 

CONCLUSION 
 
Using rate increases of greater 5%, NFL will improve as cash holdings increase and repayments are 
made.  Any decrease to the rate of increase of controllable income (rates) in future years slows this 
progress and has a negative impact on Council’s future capacity to undertake Capital works 
necessary to maintain asset condition and service levels. 
 
KPI 3:  ASSET SUSTAINABILITY RATIO 
 
A revision of the Asset Management Plan is currently underway to ensure that the latest asset 
revaluation increases are included in the next revision of the LTFP.  Current baseline data indicates 
that the level of renewal and the subsequent funding requirement is significant at $61 million where-
as amounts of $46 million are included in the plan equating to a funding gap of 15 million. Funds 
available using a rate revenue increase of less than 5% will reduce the capacity of the Council to 
reduce this funding gap and increase renewal spending.  The chart below shows the current gap. 
 

 
 
CONCLUSION 
 
With asset renewal requirements of approximately $61 million over the life of the AMP, current levels 
of renewal spending of approximately $45 million over the life of the LTFP are not sufficient to meet 
renewal needs.  This represents a renewal funding gap of $15 million and without additional funds 
available for Capital renewal spending, the back-log of works grows larger each year that this is not 
addressed.  It is vital that sufficient funds are generated via surpluses to increase renewal spending. 
 
RECOMMENDATION 
 
Using the existing level and range of services as a base, in order for Council to: 
 
• achieve consistent surpluses; 
• increase capacity to deliver new or enhanced services; 
• provide for Capital Renewals at levels required by the Asset Management Plans; 
• provide upgraded or new assets; and 
• to increase borrowing capacity where required 
 
the rate of increase of controllable income (rates) will need to be equal to or exceed LGPI + 
Growth (3.75% + .25%) for the life of the LTFP. 
 
It is therefore recommended that Council adopt a rate increase strategy equal to 5% for the 
life of the plan (LGPI + Growth + 1%) 



4%
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

KEY FINANCIAL INDICATORS - TARGETS Actual Estimate Plan Plan Plan Plan Plan Plan Plan Plan Plan Plan
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Operating Surplus / (Deficit) - $'000    > $0 (2,694,470) 1,826,607 (2,382,457) (504,911) (422,238) (404,172) (1,014,534) (169,922) 358,752 825,587 1,134,594 405,125
Operating Surplus/(Deficit) Ratio - Between 2.5% & 7.5% (16)% 10% (13)% (3)% (2)% (2)% (5)% (1)% 2% 3% 5% 2%
Net Financial Liabilities Ratio - Between 0% & 50% 40% 34.9% 48.2% 40.8% 29.2% 17.4% 12.0% 4.8% (2.6)% (10.2)% (18.1)% (25.6)%
Asset Sustainability Ratio - Between 90% & 110% 169% 98% 23% 154% 79% 209% 88% 75% 129% 70% 162% 347%
Underlying Surplus / (Deficit) - $'000    > $0 (819,650) (410,569) (215,281) (504,911) (422,238) (404,172) (1,014,534) (169,922) 358,752 825,587 1,134,594 405,125

Underlying Surplus/(Deficit) Ratio - Between 2.5% & 7.5% (16)% (2)% (1)% (3)% (2)% (2)% (5)% (1)% 2% 3% 5% 2%

4.50%
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

KEY FINANCIAL INDICATORS - TARGETS Actual Estimate Plan Plan Plan Plan Plan Plan Plan Plan Plan Plan
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Operating Surplus / (Deficit) - $'000    > $0 (2,694,470) 1,826,607 (2,309,699) (333,968) (141,642) (1,127) (466,805) 518,793 1,214,401 1,865,559 2,377,637 1,871,432
Operating Surplus/(Deficit) Ratio - Between 2.5% & 7.5% (16)% 10% (12)% (2)% (1)% (0)% (2)% 2% 5% 7% 9% 7%
Net Financial Liabilities Ratio - Between 0% & 50% 40% 34.9% 47.8% 39.8% 27.3% 14.4% 7.6% (1.3)% (10.7)% (20.4)% (30.6)% (40.4)%
Asset Sustainability Ratio - Between 90% & 110% 169% 98% 23% 154% 79% 209% 88% 75% 129% 70% 162% 347%
Underlying Surplus / (Deficit) - $'000    > $0 (819,650) (410,569) (142,523) (333,968) (141,642) (1,127) (466,805) 518,793 1,214,401 1,865,559 2,377,637 1,871,432
Underlying Surplus/(Deficit) Ratio - Between 2.5% & 7.5% (16)% (2)% (1)% (2)% (1)% (0)% (2)% 2% 5% 7% 9% 7%

5%
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

KEY FINANCIAL INDICATORS - TARGETS Actual Estimate Plan Plan Plan Plan Plan Plan Plan Plan Plan Plan
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Operating Surplus / (Deficit) - $'000    > $0 (2,694,470) 1,826,607 (2,236,941) (162,298) 141,423 407,303 81,830 1,222,684 2,092,870 2,938,049 3,665,224 3,396,940
Operating Surplus/(Deficit) Ratio - Between 2.5% & 7.5% (16)% 10% (12)% (1)% 1% 2% 0% 5% 8% 11% 13% 12%
Net Financial Liabilities Ratio - Between 0% & 50% 40% 34.9% 47.4% 38.8% 25.5% 11.5% 3.2% (7.3)% (18.5)% (30.3)% (42.7)% (54.7)%
Asset Sustainability Ratio - Between 90% & 110% 169% 98% 23% 154% 79% 209% 88% 75% 129% 70% 162% 347%
Underlying Surplus / (Deficit) - $'000    > $0 (819,650) (410,569) (69,765) (162,298) 141,423 407,303 81,830 1,222,684 2,092,870 2,938,049 3,665,224 3,396,940
Underlying Surplus/(Deficit) Ratio - Between 2.5% & 7.5% (16)% (2)% (0)% (1)% 1% 2% 0% 5% 8% 11% 13% 12%

6%
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

KEY FINANCIAL INDICATORS - TARGETS Actual Estimate Plan Plan Plan Plan Plan Plan Plan Plan Plan Plan
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Operating Surplus / (Deficit) - $'000    > $0 (2,694,470) 1,826,607 (2,091,425) 183,226 714,991 1,240,508 1,208,630 2,678,179 3,921,493 5,185,362 6,381,034 6,635,650
Operating Surplus/(Deficit) Ratio - Between 2.5% & 7.5% (16)% 10% (11)% 1% 3% 6% 5% 11% 15% 18% 21% 21%
Net Financial Liabilities Ratio - Between 0% & 50% 40% 34.9% 46.6% 36.8% 21.8% 5.7% (5.3)% (18.9)% (33.4)% (49.0)% (65.5)% (81.4)%
Asset Sustainability Ratio - Between 90% & 110% 169% 98% 23% 154% 79% 209% 88% 75% 129% 70% 162% 347%
Underlying Surplus / (Deficit) - $'000    > $0 (819,650) (410,569) 75,751 183,226 714,991 1,240,508 1,208,630 2,678,179 3,921,493 5,185,362 6,381,034 6,635,650
Underlying Surplus/(Deficit) Ratio - Between 2.5% & 7.5% (16)% (2)% 0% 1% 3% 6% 5% 11% 15% 18% 21% 21%


	Final for 13 July summary.pdf
	4%




