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The objective of the LTFP is to express in financial 
terms the activities Cumberland Council proposes 
to undertake over the short, medium and long term, 
provide a sound basis for strategic decision making, 
and guide the future strategies and actions of Council 
to ensure that it continues to operate in a manner that 
achieves financial sustainability.

The document is a resource plan that links the 
Community Strategic Plan adopted in June 2022 and 
operational plans (medium term plans).

Specific objectives of the plan are to:

•	 Reflect the true financial position based on the 
current service levels

•	 Provide for a plan where we can predict cost and 
predict future outcomes

•	 Reflect the current services levels impact on our 
Financial Sustainability

•	 Provide some scenario analysis and their impact 
on our Financial Sustainability

•	 Guide our future operational plan and Council 
ability to invest in new services

This LTFP further detail the 4 year operational plan 
and it is a policy of council to remain in surplus 
and to renew infrastructure based on Council’s 
intervention point which is condition 3. Council 
renewal will be planned on the basis of overall 
condition, asset characteristics and service criticality. 

The Council objective is to achieve fully funded 
depreciation by cash funding renewals above 
depreciation.

The LTFP will address any funding issues, increased 
maintenance costs, increased depreciation from fair 
value and any major upgrades of facilities.    

1.0 Objectives of the Long Term Financial Plan

1.0

Objectives of the Long Term 
Financial Plan
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This section will cover areas that impact Councils Financial Sustainability.

•	 Council Sustainability Benchmarks – Council will aim to 
exceed the financial sustainability indicators provided by 
the Office of Local Government.

•	 Intergenerational Equity - The financial effects of Council’s 
decisions should not be borne entirely by present-day 
ratepayers, but should be contributed to by future 
ratepayers who will also benefit. The budget is in surplus 
and there is a strong renewal program which will reduce 
the financial burden to future rate payers.

•	 Investment – Council will manage a conservative 
investment portfolio through robust analysis decision 
making, in line with the Investment Policy.

•	 Borrowings – Borrowings are only utilised for assets that 
have an asset life exceeding 20 years or for projects that 
can generate a payback to Council within 5 years. There 
are currently three loans on hand for Merrylands CBD 
Drainage works (expiry 2029) Auburn Public Car Park 
(expiry 2023) and Regents Park Bridge (expiry 2023). There 
are no others planned in this budget year.

•	 Renewal – Council renewal is based on Council’s 
intervention point which is Condition 3. Council renewal 
will be planned on the basis of overall condition, asset 
characteristics and service criticality.

•	 Fully Funded Depreciation – Council will include in its 
annual budget sufficient funds to cover the full costs of 
depreciation for all of its assets.

•	 Fully Funded Operating Position - Council must collect 
enough revenue to fund operational expenditure, the 
repayment of debt and depreciation.

•	 Fully Funded Capital Works Program – The source of 
capital works is identified and secured for both capital 
renewal and new capital works.

•	 All capital is approved based on the priority and available 
funding.

•	 Cash Surplus – Council aims to maintain a surplus every 
year. Surplus has been achieved by Council. 

Financial Stability

2.0 Financial Stability

Financial sustainability is a key challenge facing local government due to several contributing factors including increased demand for 
services beyond those traditionally provided cost shifting from other levels of government, aging infrastructure and constraints on 
revenue growth.

The LTFP complies with the Financial Planning and Sustainable policy and as due to our surplus net working funds position we can 
sustain all services without the need to increase rates above the IPART set rate peg.

Other Highlights from this plan are as follows:
•	 Council available funding over 10 years are $620m
•	 The available funds are being spent over 10 years

o $423m Renewal

o $34m Council funded upgrades and new assets

o $162m S7.11 new assets

2.1 Financial Sustainability Policy

Factors considered in Cumberland’s financial 
sustainability policy include:

2.0
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2.0 Financial Stability

This is an important factor for Cumberland as a shortcoming of 
the local government cost index, which is a lead indicator to the 
setting of the rates peg, does not reflect changes in population 
or cost of S7.11 funded community facilities. Over the 10 year 
plan the population is predicted to increase from 260,000 to 
291,000 being an average increase of 1.2% per annum. 

2.2 Growth

The issue of financial sustainability of local government has been 
identified as a major issue.  
Backlog occurs as shortfall in infrastructure renewal due to not cash 
funding deprecation. 

2.3 Infrastructure Renewals, 
Backlog and Asset Optimisation

Cumberland Council is currently developing new asset 
management plans to predict the condition of assets and when the 
asset can be renewed. 

It is a policy of Council;

•	 Asset management plans must prioritise renewal based on 
condition and be linked to the Long Term Financial Plan. 

•	 Council must have a fully funded capital program, where the 
source of funding is identified and secured for both capital 
renewal and new capital works. 

•	 Council must maintain its asset base, by renewing ageing 
infrastructure and by ensuring working capital is set aside for 
those works. 

In complying with these principles the Council will maintain a 
minimal backlog and have sufficient new working funds to reduce 
backlog when it arises.

The impact of population expansion is that Council will be 
affected due to the need to provide additional services such as;

•	 Recreational Facilities
•	 Community Centres
•	 Open space and Sporting complexes. 
•	 Public Domain Upgrades

These capital needs are mainly being met by S7.11 

contributions, but operational costs need to be increased to 
service the assets.

Addressing these factors, the council costs trends are below in 
the graph. As such we are maintaining a cost trend line that is 
decreasing in real terms per capita. 
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3.0 Financial Assumption

Financial Assumption

3.0

The growth assumptions of the LGA are from forecast.ID. The Dwellings growth and population growth are key drivers to increases 
in Rates Income and Services required.

The S94 has plans to provide new assets including Parks, Community centres, Childcare and redevelopment of town centres.

This LTFP has balanced the increases in rates income will be offset by the increase in cost to service the new facilities.

Below is information on macro-economic factors informing assumptions in the LTFP.

3.1 Economic Indicators

3.2 Revenue Assumptions

3.1.1 Growth

To determine the inflationary increase for 2016/17 LTFP, Council has used the higher of specific cost index or the CPI.  
The assumptions for specific cost index are listed in section 3 Expense Assumptions.

3.1.2 Inflation

3.2.1 Rates and Spcial Rate Income

The following outlines Council assumptions for Revenue with a commentary to explain the assumptions.

Comments

Cumberland Council has 3 rate paths from the former councils. The rates assumptions will be harmonised by over 5 years.
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3.0 Financial Assumption

3.2.2 Annual Charges

3.2.4 Interest and Investment

3.2.3 User Fees and Charges

The fees are mainly related to Stormwater fees and Domestic Waste Fees.

Domestic Waste Management Charge

The Local Government Act 1993 requires that Domestic Waste Management Charges must reflect the actual cost of 
providing those services. S 504(3) stipulates charges cannot exceed the reasonable costs to the council providing the service. 

The average annual increase in Domestic Waste Management Charges over the 10 year period of the plan is 2.5%. This 
numbers are directly linked to the costs of service.

Council is projected to gradual increase Waste reserve up to $14m to cover future renewal and changes in services. In the 
circumstances that cost of operations were to increase or decrease the fees per service would change in line with the expect 
impact to the cost of waste operations.

Comments

The current assumptions are set at 0.5% above current cash rate and then expanding to 1%. This is a very 
conservative view of interest rates.

Comments

The current assumptions after the realignment of the three former council fees. The trend is to increase by CPI. Statutory 
fees remain the same but increase with volume and the construction costs which can increase income over time creating 
increases in income. The calculation of User Fees and Charges will be effected by the strategic review of pricing methods 
with a goal to ensure all charges align to the cost of delivering the service and the community subsidy policy.
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3.0 Financial Assumption

3.2.5 Other Revenues

3.2.6 Operating Grants

3.2.8 Gains and Losses on Disposal

Comments

Council other revenues comprises of property income, fines and operate in line with CPI.

Comments

Council operating grants are 50% for the Federal Assistance Grants for balance for specific portioning grants including 
Child Care 28% Roads 12% and Libraries 8%. All the grants receive are subject to indexation. Council have assumed all 
operational grants will continue. 

Comments

The gains on sale are due to the sale of council fleet and motor vehicles. Generally the motor vehicles are sold every 
three years, garbage trucks are scrapped after seven years and trucks are sold after ten years.  It is assumed we are not 
selling any surplus buildings, roads. The inflationary effects are due to steady increase in value of plant and equipment.

3.2.7 Capital Grants

Comments

Council capital grants mainly include s7.11. The amount of S7.11 is allocated from the approved s7.11 Plan based on 
market estimates of development spread across High, Medium and Low priorities. We rely upon the previous year’s 
collection and add CPI to generate the Income. This is low risk to our financial position as this income is excluded from 
profit and is restricted balance in our net working capital.
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3.0 Financial Assumption

3.3.1 Wages and Salary

Comments

The Local government award is currently under review. We have taken the approach that a lower CPI ~2.5% will be 
achieved along with access to higher skill steps per Council’s salary system. 

Efficiency gains are set for the short term.

Other assumptions

•	 Council assumes a 5% vacancy rate. 
•	 The industry premium is an additional allowance for local government sector above the CPI based on historic EBA 

increases.
•	 Superannuation is currently at 10% and then increases based on current Federal Budget

The following outlines Council assumptions for Expenses with a commentary to explain the assumptions.

3.3 Expense Assumptions

Comments

Borrowing costs are calculated automatically within the model using a loan sheet. The Council cost on interest rates is declining as 
the expiry of loans by 2028. The base LTFP assumes no new borrowings.

Comments

The material and services cost will apply a CPI after seeing an efficiency decrease over the last few years.

3.3.2 Borrowing Costs

3.3.3 Material and Contracts
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3.0 Financial Assumption

3.3.4 Other Expenses

Comments

The other expenses are predominately corporate overheads, Insurance, Utility costs and government contributions. The 
initial trend are impacted by efficiencies, followed by gradual increases. 
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Appendix 1. Ratios

Appendix4.0
4.0 Appendix
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Appendix 2. Income Statement

Appendix4.0
4.0 Appendix
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Appendix 3.  
Financial Position

Appendix4.0
4.0 Appendix
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Appendix 4. Cash Flow Statement

Appendix4.0
4.0 Appendix
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