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1  INTRODUCTION 

1.1 Structure 

The Long Term Financial Plan (LTFP) makes up one of three parts of Council’s 

resourcing strategy as required under the NSW Local Government Act. 

As such it relies on several planning assumptions.  These assumptions are at interplay 

in the LTFP model, and they include adopted indices like the forecast consumer price 

index, rate pegging rate and the population growth rate. 

The Edward River Council model contains the General fund, the Water fund and the 

Sewer fund.  Each of the fund has its own operating and capital works program. 

Following the assumptions, and budget for 2022/2023, the base model LTFP is derived, 

from which is developed two alternate scenarios.  The impacts, risk assessment and 

ratios are considered in the process. 

Finally, the appendices provide the financial statements and refer to the NSW Local 

Government ratios explaining briefly as to what they measure. 

Part Topic 

1 Introduction 

 This section provides a brief introduction to the present LTFP. 

2 Planning Assumptions – Base Model 

This section details the financial assumptions made in developing the LTFP.  

3 Council Funds 

This section introduces the different funds of Council.  

4 Revenue Forecasts 

This section provides details of the major sources of revenue. 

5 Expenditure Forecasts 

This section provides details of the major sources of expenditure including 

projected capital works expenditure over the 10-year planning period. 

6 Sensitivity Analysis and Financial Modelling 

Sensitivity analysis looks at “what if” scenarios and identifies the impact of the 

components of Council’s LTFP including the rate peg at 0.7%. 

7 Base Model and alternatives 

This section details two alternate scenarios, their impact and risk assessment. 

8 Appendix A – NSW Local Government Indicators 

This section refers to and explains the NSW Local Government Indicators. 

9 Appendix B – Financial Statements 
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Part Topic 

ERC base model is presented using planning assumptions for Council’s General 

fund, Water fund, Sewer fund and whole council consolidated. 

The output for each scenario is the Income Statement, Statement of Financial 

Position, and Cash Flow Statement for each fund & for whole council consolidated. 

1.2 Objectives 
 

The LTFP is a requirement under the Integrated Planning and Reporting framework for 

NSW Local Government. It is an annual process and part of the continuous 

improvement cycle. 

Primarily, Council’s LTFP provides a framework, on a 10-year rolling horizon, to assess 

its revenue generating capacity towards meeting the activities and level of services 

outlined in its Community Strategic Plan. 

In developing the LTFP, Edward River Council has within that framework: 

• addressed how various plans fit together; 

• set greater transparency and accountability of Council to the community; 

• provided prospects for early identification of financial issues and any 

likely  impacts in the longer term to the delivery program of the Community 

Strategic Plan. 

The LTFP is thus a tool to complement decision making that continuously reviews 

what Council may deliver as outcomes given the level of resources. 

1.3 Timeframes 
 

The Office of Local Government has set the minimum timeframe of ten years. In this 

report, Edward River Council’s LTFP covers the time period from 2022/2023 to 

2031/2032. 

 

2 PLANNING ASSUMPTIONS – BASE MODEL 

Present LTFP is dependent on several key assumptions being: 

1. The use of the forecast Jun-23 Consumer Price Index (CPI) as published by the 

Reserve Bank of Australia (RBA) in November 2021, in indexing current year: 

✓ Sewer Charges; 

✓ Water Charges; 

✓ Waste Charges; 

✓ Fees and Charges; 

✓ Investment Income; 

✓ Financial Assistance Grant so as to obtain the budgeted income for 

2022/2023. 

As of November 2021, the published forecast CPI was 2.25%. 
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Thereafter, the LTFP assumes a forecast CPI of 2.0% applicable year on year. 

 

2. Special one-off permanent additional rate variation of 2.50% has been applied 

to the general rates income of current year to obtain the 1st year budget 

projection. 

Thereafter, the plan assumes an index increase of 2.5% applicable year on year 

as per additional special rate variation application submitted by Council. 

 

3. Salaries and Employee Costs increase for the budget year 2022/2023 has been 

worked out based on the full-time equivalent workforce and a general award 

increase in rates of pay that has averaged a 2.0% increase year on year. 

 

4. Operating grants are forecast to be the sum of all grants applied currently and 

that are expected to be awarded to Council in 2022/2023 budget year.   

Thereafter, the operating grants are assumed to be increasing at a rate of 2.0% 

year on year. 

 

5. Investment Income or overall yield from interest on investments is assumed to 

increase by 2.0% year on year. 
 

6. Given on the one side, migration from urban to rural areas during COVID 

times and on the other side, the Department of Planning modelling prediction 

of continued population decline; overall, Council takes the view that the 

population is stable. 

 

7. Due to uncertainties in economic growth rates in regional NSW the LTFP has 

been prepared on an unchanged status quo for economic growth rate. 

 

8. Unless specified otherwise, depreciation rates for Infrastructure, Property, Plant 

& Equipment asset classes have been taken to follow the average historic 

rate of the last four years depreciation expense against its corresponding 

asset class gross book value. 

 

 

2.1 Summary of Key Assumptions and Indices 

Key Budget % 

2022/2023 

Planned %  

subsequently 

Consumer Price Index (CPI) 2.25% 2.00% 

Salaries and Employee   Oncosts 2.00% 2.00% 

Rate Pegging (General    Rates Income) 2.50% 2.50% 

Water Charges Income 2.25% 2.00% 

Sewer Charges Income 2.25% 2.00% 

Waste Charges Income 2.25% 2.00% 

Fees and Charges Income 2.25% 2.00% 
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Key Budget % 

2022/2023 

Planned %  

subsequently 

Population Growth1 0.00% 0.00% 

Economic Growth Rate2 0.00% 0.00%  

Sources can be viewed online at 

https://www.rba.gov.au/publications/smp/2021/nov/forecasts.html 

22-03.pdf (nsw.gov.au) 

https://www.abs.gov.au/statistics/people/population/regional-population/latest-release#data-download 

Local Gov (State) Award 2020 (depa.net.au) 

3 COUNCIL FUNDS 

3.1 General Fund 

Council’s General fund base model has been derived from using the key assumptions 

and indices as discussed in section 2. 

Leading on from this, the model expects that Council undertakes per annum, from 

around $8 to 10 million in capital works (please refer section 5.4).  

Assumption has been maintained as in previous year’s LTFP that in the subsequent 

years, to the budget year 2022/2023, Council is recipient of over $2 million Capital 

Grants each year. 

Untied Financial Assistance Grant is predicted to increase by CPI. 

Managing unrestricted cash and reserve balances while achieving Council’s  goals 

remains an ongoing area of focus. 

Council’s General Fund is expected to be an operating deficit before capital grants 

income whilst  cash flow stays positive into the 10-year plan. 

3.2 Water Fund 

Council’s Water fund base model has been derived from using the key assumptions 

and indices as discussed in section 2.  

The model expects that Council undertakes per annum, from around $0.7 to 0.8 

million in capital works (please refer section 5.4). 

An assumption has been made that the Water Fund will make a dividend payment 

of approximately $75,000 to the General Fund in 2022/2023. 

Council’s Water Fund is expected to result in an operating surplus each consecutive 

year going forward.  The cash flow remains positive into the 10-year plan. 

3.3 Sewer Fund 

Council’s Sewer fund base model have been derived from using the key 

assumptions and indices as discussed in section 2.  

https://www.rba.gov.au/publications/smp/2021/nov/forecasts.html
https://www.olg.nsw.gov.au/wp-content/uploads/2022/03/22-03.pdf
https://www.abs.gov.au/statistics/people/population/regional-population/latest-release#data-download
https://www.depa.net.au/member-services/local-gov-state-award-2020.html#_Toc41980434
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The model expects that Council undertakes per annum, from around $0.9 to 2 

million in capital works (please refer section 5.4). 

An assumption has been made that the Sewer fund will make a dividend payment 

of approximately $90,000 to the General fund in 2022/2023. 

Council’s Sewer fund is expected to result in an operating surplus each consecutive 

year going forward.  The cash flow remains positive into the 10-year plan. 

4 REVENUE FORECASTS 

The major sources of revenue for councils are: 

 

4.1 Rates and Annual Charges 

4.2 User Charges and Fees 

4.3 Grants & Contributions 

4.4 Investment Revenue 

4.5 Other Revenues 
 
 

4.1 Rates and Annual Charges 

Council major source of operating income is via the levying of rates.  

Section 492 of the Local Government Act 1993 provides two types of rates: Ordinary 

rates and Special rates. 
 

4.1.1 Ordinary Rates 

By virtue of section 494 of the Act, Council is required to make and levy an 

ordinary rate for each year on all rateable land in its area. This is a mandatory 

requirement. Land is rated based upon the use of that land or the zoned use of 

that land. There are four main rating categories, within which Council can create 

additional sub-categories. The four broad categories provided by Section 493 of 

the Act are: 

• Farmland 

• Residential 

• Business 

• Mining 

 

All rateable land is classed within one of the four categories unless it is deemed 

non-rateable, such as a church or school or similar institution, as specified in the 

Local Government Act. 
 

4.1.2 Special Rates 

Council has discretion to levy special rates.  

Special rates must be made pursuant to section 495 of the Local Government Act 
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1993 but may be levied under either section 495 or the provisions of Division 2 of 

Part 5 of Chapter 15 of the act.  

This section is not applicable to Edward River Council (ERC) ratepayers.  
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4.1.3 Rate Pegging 

The limitation on rates income is set by the Independent Pricing and Regulatory 

Tribunal (IPART).  This limitation is known as Rate Pegging and involves a percentage 

cap on the income raised from ordinary and special rates from one year to another. 

It is important to note that this limit (in the form of a percentage cap) does not apply 

to an individual’s rate levy but rather the total rate levies raised from ordinary and 

special rates.  

IPART advises Councils of the allowable rate increase in December each year for 

the coming financial year. 

 

4.1.4 Special Rate Variation (SRV) 

Council can apply for a Special Rate Variation under section 508A of the Local 

Government Act 1993, should Council and community adopt an approved 

program of works funded by the levy.  A Special Rate Variation, if approved, 

overrides the rate pegging limit. 

 

4.1.5 Additional Special Variation (ASV) 

In late 2021, IPART announced the rate peg for the 2022/2023 financial year was 

set at 0.7% for ERC.  (Source:  The rate peg | IPART (nsw.gov.au)) 

 

In March 2022, in a circular to Council, the Office of Local Government and IPART 

recognised that,  

• due to the delayed council elections and the determination of the 

2022/2023 rate peg at a lower rate than councils had forecast, councils 

may not have had sufficient time to prepare special variation application 

within the normal timeframe.  

• the situation may have resulted in some councils not having sufficient funds 

to pay for required infrastructure and services. 

 

As such the NSW Government and IPART have agreed to a one-off ASV round for 

the 2022/2023 financial year with options to temporary variation applicable in 

2022/2023 or permanent variation application for 5 years.  Council resolved to 

seek a rate peg of 2.5% permanent ASV, that is utilised for the general rates 

charges within 10-year LTFP the model. 
 

 

4.2 User Charges & Fees 
In accordance with Sections 496, 501 and 502 of the Local Government Act 1993, 

Council is able to charge for the provision and use of sewerage, water and 

domestic waste services. 

https://www.ipart.nsw.gov.au/Home/Industries/Local-Government/For-Ratepayers/The-rate-peg


Long Term Financial Plan 

9 | P a g e  

 

4.2.1 Sewerage Charges 

Council has set charges for the 2022/2023 year at 2.25% increase and an increase 

of 2.0% annually in the long term. The funds are used to operate and maintain 

sewerage services throughout the Edward River Council area.  

 
 

4.2.2 Water Charges 

Council has set charges for the 2022/2023 year at 2.25% increase and an increase 

of 2.0% for future years. Funds are used to operate and maintain water services 

throughout the Edward River Council area.  
 

4.2.3 Waste Management Charges 

The Local Government Act 1993 requires that Domestic Waste Management 

Charges must reflect the actual cost of providing those services. 

 

The Domestic Waste Strategy is supported by a reasonable cost calculation, 

which determines the annual charges. Council has set charges for the 2022/2023 

year to increase by 2.25% and by 2.0% annually in the long term. 
 

4.2.4 Statutory Charges 

Council has no discretion to determine the amount of a fee for service when the 

amount is fixed by regulation or by another authority. Examples of statutory fees 

include development assessment fees and planning certificates. 

 

Most statutory charges do not increase annually in line with CPI, however for the 

purposes of financial modelling these fees are assumed to increase in line with CPI 

over the long term. 

 

4.2.5 Other Fees 

User fees and charges include library fees (photocopying, binding etc.), fees for 

use of Council facilities (hall hire etc.) and fees for private works undertaken. 

 

4.3 Grants & Contributions 
 

Council has assumed recurrent grant revenue will continue at least at current levels. 

The Financial Assistance Grant is calculated using a formula that considers the 

population of the Local Government areas, road lengths and other factors. Given the 

complexity of the formula, Council has assumed that these grants will increase in line 

with the forecast CPI in the budget year 2022/2023 and 2.0% annually, and into the 

long term. 
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4.4 Investment Revenue 

Council’s investment strategy is to undertake investment of surplus funds, maximising 

earnings from term deposit investments, whilst ensuring the security of Council funds. 

 

Council also aims to ensure there is sufficient liquidity to meet all reasonably 

anticipated cash flow requirements, as and when they fall due, without incurring 

significant costs due to the early redemption of an investment. 

Forecast returns on Council’s investment portfolio are based on current actual year 

average return plus a small margin to reflect strategic investments in longer-term 

investment products.  

Council has assumed a conservative 0.6% return on a deemed cash ending balance 

average $46 million for the forecast year 2022/2023 and 2.0% increase annually, 

ongoingly in the long term. 

 

4.5 Other Revenues 

Other revenues include recoup of work compensation, commission and agency fees, 

rental of Council properties, and diesel fuel rebate from the Australian Taxation Office. 

Commission and agency fees are likely to continue in line with CPI over the long term, 

as will rental of Council properties. 
 

5 EXPENDITURE FORECASTS 

5.1 Salaries and Wages 

For the purpose of projecting future salary, wage and employee leave costs to 

Council a percentage increase of 2.0% has been applied.  

This is to account for future Award increases and staff competency/performance 

increases.  

Further details about Council’s staffing are included in the Workforce Plan. 

 

5.2  Materials, Contracts and Other Operating Costs 

Expenditure on materials, contracts and other operating costs has been generally 

based on CPI.  The exceptions to this are expenditures that are either 

• not recurrent every year, or 

• have been identified as increasing by an amount different to CPI e.g., Insurance 

premiums 
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5.3 Borrowings and borrowing costs 

Council had anticipated new borrowings for the Senior Living Precinct project - $3 

million, and the Aerodrome project - $3.1 million, in the current financial year 

2021/2022.   

The start of these projects has been deferred.  Council has yet to approve the start of 

these projects.  As such, they are not part of the capital works program. 

Subsequently, these borrowings have been reiterated for the budget year 2022/2023 

in the LTFP model.    

 

5.4 Capital Expenditure  

Infrastructure (assets) expenditure will progressively be mapped against maintenance 

and renewal programs recommended by respective asset management plans.  

Assets will be maintained and renewed in accordance with the respective asset 

management plans and agreed condition intervention levels. 

The long-term capital works program is similar to the current year LTFP, except for 

2022/2023 budget year where new figures have been integrated as given below. 

Council utilises both capital grant and own-sourced cash to fund renewal of existing 

assets, based on current asset management planning. 

 
 



Long Term Financial Plan 

12 | P a g e  

6 SENSITIVITY ANALYSIS AND FINANCIAL MODELLING 

6.1  Sensitivity Analysis 

The LTFP is based on several underlying assumptions. Sensitivity analysis identifies the 

impact on Council’s financial position of changes in these assumptions and highlights 

the factors most likely to affect the outcomes of the plan. 

Sensitivity analysis looks at “what if” scenarios. For example, what happens to 

Council’s financial position if growth in Rates and charges increases are 10% higher 

than forecast; or Financial Assistance Grant Indexation is 10% less than forecast in 

plan. 

The following table illustrate the sensitivity of components of council’s LTFP to 

movements in one or more of the assumptions for a sample year selected. 

 

Sensitivity Component within Income 

Statement 

10% lower 

than 

expected 

Expected 

in 

2023/2024 

10% higher 

than 

expected 

Growth in Rates and Charges  $293,134 $325,704 $358,274 

Annual increase of Employee costs $180,514 $200,571 $220,628 

Material and Contracts  $137,626 $152,918 $168,210 

Indexation on Financial Assistance Grant $111,607 $124,007 $136,408 

  Expected 

in 

2031/2032 

 

Efficiency Savings (alternative scenarios 2 

and 3 – year 2031/2032) 

$810,000 $900,000 $990,000 

Annual Interest Payments on all loans 

(alternative Scenario 3 – Year 2031/2032) 

$143,245 $159,161 $175,077 

Total $1,676,126  $1,862,361  $1,997,464  

Difference from Expected ($186,235)   $186,235  

6.2  Rate peg at 0.7% - “what if” scenario 

In late 2021, IPART announced the rate peg for the 2022/2023 financial year was set 

at 0.7% for ERC.  (Source:  The rate peg | IPART (nsw.gov.au)) 

But for the circular from the Office of Local Government (see section 4.1.5 

Additional Special Variation (ASV) for more details.), Council will have increased 

general rates income by the rate peg at 0.7%. 

A “what if scenario” has been built from the base model scenario to portray the 

outcomes on council financial position. 

https://www.ipart.nsw.gov.au/Home/Industries/Local-Government/For-Ratepayers/The-rate-peg
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6.2.1 Impact and risk assessment– “what if” scenario 

Under the “what if” scenario, Council would have been far deeper in deficit.  The 

capacity to cover its immediate expenses without additional cash inflow start to 

weaken as early as 2025/2026 compared to 2027/2028 in the base model. 

If a rate peg increase had been applied year on year, when compared to the 

base model, the effect on Council key ratios would have been worse off by the 

following percentages. 

 

Cash position by the 10th year position is envisaged over $6 million less when 
compared with the base model.   
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6.2.2 Comparatives 
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7 BASE MODEL AND ALTERNATES 

7.1 Base Model – Scenario 1 

Base model – scenario 1 is the continuation of Council’s normal business.  In the 10-year 

scenario, it has been assumed that Water and Sewer funds, and Waste Management 

cash reserves are preserved, 

7.1.1 Impact and risk assessment of Scenario 1 

During the 10-year period, Council operating expenditure is more than its operating 

income, resulting in a negative operating performance. 

Consolidated cash balance is positive however, totalling $60.7 million by the 10th 

year (please refer section 9 Appendix B Financial Statements: Cash Flow Statement – 

Whole Council – Table 9).   The consolidated account is a combination of 

continued operating deficits for the General fund, and operating surpluses for the 

Water and Sewer funds. 

Into 2027/2028 and thereafter, the cash expense cover ratio starts to show less than 

benchmark of 3 months.  The cash expense cover ratio (see section 8 Appendix A 

NSW Local Government Indicators) estimates the number of months a council can 

continue paying the expenses without additional cash inflow. 

The Building & Infrastructure Renewals ratio are lower than benchmark, given the 

rising depreciation expense of the infrastructure, property, plant, and equipment. 

To meet the recommended benchmark of 1, each year, the capital program value 

(see section 5.4) needs to be incremented from 2023/2024 onwards and that will be 

met with an equal increase in capital payments. This will have the effect of 

decrementing cash at bank and will place pressure on cash and cash equivalents 

balances. 

It is to be noted the Rural Fire Services (RFS) assets are not integrated within the model.  

Existence of these assets is yet to be validated, and their values determined.   

Were they integrated, depreciation expense attributable to these assets would have 

added on to existing expenses, swaying the:  

o operating performance ratio and 

o building and infrastructure renewals ratio further in the red. 

Were the model to include RFS assets and also increment capital works so that building 

& infrastructure renewals ratio is within recommended benchmark of 1, the cash 

balance will be much less that the $60.7 million in 10 years’ time. 
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7.1.2 Charts and ratios – Base Model Scenario 1 

  

 

  

 

 



Long Term Financial Plan 

17 | P a g e  

 

7.2 Efficiency Savings -–Scenario 2 

This Scenario 2 model pursues the base case model using the same assumptions.  

However, it differs at Materials and Contracts, in that it explores a cumulative or 

“stepped up” efficiency saving by $100K per annum – uninflated. 

The main assumption is that efficiencies will result when the effects from the impact of 

COVID 19 will have dissipated, and that internal efficiencies are accrued from 

improved process integration. TechOne re-implemented system is an enabler of such 

improvement, promoting less reliance on paper work and improving on the time 

taken to complete tasks. 

 

7.2.1 Impact and risk assessment of Scenario 2 

This Scenario shows Council operating deficit improving.  Please refer to section 9 

Appendix B Financial Statements:  Income Statement – Whole Council – Table 1 (for 

scenario 1) versus Table 13 (for scenario 2) and, the operation performance ratios 

at sections 7.1.2 and 7.2.2 and corresponding graphs within same section.  

Where previously at 2027/2028 under Scenario 1, the cash expense cover ratio 

starts to show less than benchmark, the weakening of that ratio does not happen 

under this scenario. 

However, the aftermath COVID-19 effect lingers on.  For example, post COVID-19 

lockdown period, open venue spaces are attracting events and crowd, and 

where the service levels were not required since 2019 at these venues, service 

deliveries are suddenly in demand, as the CPI creeps up with a Feb-22 forecast to 

end at 2.75% as at Jun-23. (source: Forecast table – February 2022 | RBA) 

 

 

https://www.rba.gov.au/publications/smp/2022/feb/forecasts.html
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7.2.2 Charts and ratios – Efficiency Savings -–Scenario 2 
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7.3 Major Projects - Scenario 3 

The Scenario 3 model continues with the Efficiency Savings - Scenario 2, with the 

addition of two proposed capital projects taken up progressively over the next ten 

years.  It draws on the external restricted cash reserves. 
 

1. Kerbside collection for Recyclables Food Organics and Garden Organics (FOGO) - $1,326,000 

Scenario 3 contemplates the introduction of Kerbside collection for 

Recyclables Food Organics and Garden Organics (FOGO), commencing in 

2023/2024 to be purchased, assembled and delivered for 3,724 services.   

The finance sources for this major project are envisaged as being 50% via a 

new loan, 10% via a successful capital grant, and the remaining 40% is sourced 

from Council external restricted cash reserve of Waste Management. 

 

SOURCE OF FUNDS AMOUNT NOTE 

New loan 50% $0.663 million Borrowing cost assumed at 4% for a loan period of 10 years. 

Loan is contracted Dec-23 

Waste restricted cash 40% $0.530 million Waste Management cash restricted reserve is drawn upon 

Grant funds 10% $0.133 million Yet to apply 

TOTAL $1.326 million  

 

Additional waste charges income is estimated to be $0.722 million the following 

year of 2024/2025.  Thereafter the income indexed by 2.0% year on year in the 

model. 
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2. Sewerage Treatment Plant construction - $17,000,000 

The second proposed capital project is the Sewerage Treatment Plant 

construction; $10 million staged in 2024/2025 and $7 million in 2025/2026, set to 

depreciate within the model from 2026/2027 onward at 1.20% annually. 

The finance sources for this major project are envisaged as being 50% via a 

new loan, 10% via Sewer fund restricted cash reserve, and the remaining 40% is 

sourced from a deemed successful awarded capital grant, $3.4 million 

receivable in each of the year 2024/2025 and 2025/2026 respectively. 

 
SOURCE OF FUNDS AMOUNT NOTE 

New loan 50% $8.500 million Borrowing cost assumed at 4% for a loan period of 10 years. 

Loan is contracted Dec-24 (year 1 of the construction) 

Grant funds 40% $6.800 million Yet to apply. 

Sewer restricted cash 10% $1.700 million Sewer Fund cash restricted reserve is drawn upon 

TOTAL $17.000 million  

 

 

7.3.1 Impact and risk assessment of Scenario 3 

As with Scenario 2 that it pursues, Scenario 3 shows Council operating deficit 

improving due to the efficiency savings, and by the waste charges that have 

been levied for the kerbside collection of recyclables food and garden organics 

project. 

During the years 2023/2024, 2024/2025 and 2025/2026, when the two proposed 

major projects are under way, the ratio shows the projected own source operating 

income taking a dip below the 60% benchmark as there is reliance on capital 

grants funding.  Cash Expense ratio momentarily for 2025/2026 is below 

benchmark. 

The introduction of two major new capital projects does not influence the renewal 

ratio rather it impacts the capital expenditure ratio. The new assets also introduce 

new depreciation expenses in the following years, impacting downwards the 

performance. 

The model does not quantify if existing Sewerage Treatment assets will be written 

off with construction of a new plant. The magnitude of carrying value of assets 

and components thereof, being written off will contribute further to the existing 

deficit. 

Note that for Scenario3, into 2024/2025 and onwards, the renewals ratio slightly 

come down when compared with Scenarios 1 and 2, the reason being the added 

depreciation of new assets have been included within the ratio contributing to 

decrease the ratio. 
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Into 2024/2025, following this scenario, when the additional waste charges is billed 

for the first time, income and so, operating performance ratio is enhanced – but 

not enough to reach break-even point or the zero minimum benchmark. 

As with scenario 2, note is taken of the Feb-22 forecast CPI to end at 2.75% as at Jun-

23. (source: Forecast table – February 2022 | RBA). Therefore, the chances of 

implementing efficiency savings less likely to happen in reality. 
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7.3.2 Charts and ratios – Major Projects - Scenario 3 
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8 Appendix A – NSW Local Government Indicators 

8.1 NSW Local Government Performance Monitoring Indicators  

 

MEASURE WHAT IS MEASURED TARGET CALCULATION 

Operating 

Performance 

Ratio 

It measures a council’s 

achievement in containing 

operating expenditure within 

operating income 

>0% The ratio is calculated by total 

continuing operating revenue 

(excludes fair value adjustments, net 

gain/loss on sale of assets, net 

share/loss on joint ventures) excluding 

capital grants and contributions, less 

operating expenses, divided by total 

continuing operating revenue 

(excluding capital grants and 

contributions). 

Own Source 

Operating 

Revenue 

Ratio 

 

 

It indicates the degree of 

reliance on external funding 

sources such as grants, and 

contributions received by 

councils 

>60% The ratio is calculated by total 

continuing operating revenue 

(excludes fair value adjustments, net 

gain/loss on sale of assets, net 

share/loss on joint ventures) less all 

grants and contributions divided by 

total continuing operating revenue 

(excludes fair value adjustments, net 

gain/loss on sale of assets, net 

share/loss on joint ventures) inclusive 

of capital grants and contributions. 

Unrestricted 

Current Ratio 

It measures the adequacy of 

working capital and the ability 

of a council to satisfy its 

obligations in the short term. It 

does not include externally 

restricted activities such as 

water, sewer or specific grants 

and contributions. 

>1.5x The ratio is calculated by current 

assets less all external restrictions 

divided by current liabilities less 

specific purpose liabilities. 

Debt Service 

Cover Ratio 

It measures the availability of 

operating cash to service debt 

including interest, principal and 

lease payments 

>2.0x The ratio is calculated by operating 

results (excludes fair value 

adjustments, net gain/loss on sale of 

assets, net share/loss on joint ventures) 

before capital, excluding interest and 

depreciation/ impairment / 

amortisation divided by principal 

repayments (from Statement of 

Cashflow) and interest on loans. 

Cash 

Expense 

Cover Ratio 

It indicates the number of 

months a council can continue 

paying for its immediate 

>3 

months 

The ratio is calculated by current 

year’s cash, cash equivalents and 

term deposits divided by payments 
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MEASURE WHAT IS MEASURED TARGET CALCULATION 

expenses without additional 

cash inflow 

from the cash flow of operating and 

financing activities, multiplied by 12. 

Rates & 

Annual 

Charges 

Outstanding 

Ratio 

It assesses the impact of 

uncollected rates and annual 

charges on liquidity and the 

efficiency of councils’ debt 

recovery. 

<10% This ratio is calculated by rates and 

annual charges outstanding divided 

by rates and annual charges levied 

by council. 

Building and 

Infrastructure 

Renewal 

Ratio 

It assesses the rate at which 

assets are being renewed 

against the rate at which they 

are depreciating.  

Renewal is defined as the 

replacement of existing assets 

to equivalent capacity or 

performance capability, as 

opposed to the acquisition of 

new assets. 

>100% The ratio is calculated by asset 

renewals (infrastructure assets) divided 

by depreciation, amortisation and 

impairment (infrastructure assets). 

Infrastructure 

Backlog 

Ratio 

It shows the infrastructure 

backlog in proportion to the 

total written down value (the 

value of an asset after 

accounting for depreciation, 

reflecting the asset’s present 

worth) of a council’s 

infrastructure. 

<2% The ratio is calculated by the 

estimated cost to bring assets to a 

satisfactory condition divided by the 

total value written down value of 

roads, water, sewer, buildings and 

other infrastructure assets. 

Asset 

Maintenance 

Ratio 

It compares a council’s actual 

asset maintenance 

expenditure against its 

estimated required annual 

asset maintenance 

expenditure. 

>100% The ratio is calculated by actual asset 

maintenance expenditure divided by 

required asset maintenance 

expenditure. 

 

8.2  Performance Management and Reporting 

8.2.1 Quarterly Budget Review Statement 

Council prepares a Quarterly Budget Review Statement (QBRS) which forms part of 

its performance management. The QBRS presents a summary of Council financial 

position at the end of each quarter. 

The report informs Councillors and the community about the progress versus the 

Operational plan (original budget) and the latest revised budget. 
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8.2.2 Annual Financial Statements 

Within four months of the end of each financial year, Council prepares the Annual 

Report that contains a copy of the financial reports. 

The Annual report details progress against the performance measures in 

implementing the Delivery Program and activities undertaken to deliver on the 

objectives of the Community Strategic Plan, 

NSW Local Government Indicators as detailed in Section 8.1 are the metrics used 

to highlight and report Council performance to the community. 
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9 Appendix B – Financial Statements 

9.1 Summary Cash Position by Scenario
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9.2 Schedules of Financial Statements sorted by Scenario 

Scenario Statement Entity Table 

Base Model - Scenario 1 Income Statement  Whole Council 1 

Base Model - Scenario 1 Income Statement  General Fund 2 

Base Model - Scenario 1 Income Statement  Water Fund 3 

Base Model - Scenario 1 Income Statement  Sewer fund 4 

Base Model - Scenario 1 Statement of Financial Position Whole Council 5 

Base Model - Scenario 1 Statement of Financial Position General Fund 6 

Base Model - Scenario 1 Statement of Financial Position Water Fund 7 

Base Model - Scenario 1 Statement of Financial Position Sewer fund 8 

Base Model - Scenario 1 Cash Flow Statement Whole Council 9 

Base Model - Scenario 1 Cash Flow Statement General Fund 10 

Base Model - Scenario 1 Cash Flow Statement Water Fund 11 

Base Model - Scenario 1 Cash Flow Statement Sewer fund 12 

    
Efficiency Savings - Scenario 2 Income Statement  Whole Council 13 

Efficiency Savings - Scenario 2 Income Statement  General Fund 14 

Efficiency Savings - Scenario 2 Income Statement  Water Fund 15 

Efficiency Savings - Scenario 2 Income Statement  Sewer fund 16 

Efficiency Savings - Scenario 2 Statement of Financial Position Whole Council 17 

Efficiency Savings - Scenario 2 Statement of Financial Position General Fund 18 

Efficiency Savings - Scenario 2 Statement of Financial Position Water Fund 19 

Efficiency Savings - Scenario 2 Statement of Financial Position Sewer fund 20 

Efficiency Savings - Scenario 2 Cash Flow Statement Whole Council 21 

Efficiency Savings - Scenario 2 Cash Flow Statement General Fund 22 

Efficiency Savings - Scenario 2 Cash Flow Statement Water Fund 23 

Efficiency Savings - Scenario 2 Cash Flow Statement Sewer fund 24 

    
Major Projects - Scenario 3 Income Statement  Whole Council 25 

Major Projects - Scenario 3 Income Statement  General Fund 26 

Major Projects - Scenario 3 Income Statement  Water Fund 27 

Major Projects - Scenario 3 Income Statement  Sewer fund 28 

Major Projects - Scenario 3 Statement of Financial Position Whole Council 29 

Major Projects - Scenario 3 Statement of Financial Position General Fund 30 

Major Projects - Scenario 3 Statement of Financial Position Water Fund 31 

Major Projects - Scenario 3 Statement of Financial Position Sewer fund 32 

Major Projects - Scenario 3 Cash Flow Statement Whole Council 33 

Major Projects - Scenario 3 Cash Flow Statement General Fund 34 

Major Projects - Scenario 3 Cash Flow Statement Water Fund 35 

Major Projects - Scenario 3 Cash Flow Statement Sewer fund 36 

    
What if scenario – rate peg 0.7% Income Statement  Whole Council 37 

What if scenario – rate peg 0.7% Income Statement  General Fund 38 

What if scenario – rate peg 0.7% Income Statement  Water Fund 39 

What if scenario – rate peg 0.7% Income Statement  Sewer fund 40 

What if scenario – rate peg 0.7% Statement of Financial Position Whole Council 41 

What if scenario – rate peg 0.7% Statement of Financial Position General Fund 42 

What if scenario – rate peg 0.7% Statement of Financial Position Water Fund 43 

What if scenario – rate peg 0.7% Statement of Financial Position Sewer fund 44 

What if scenario – rate peg 0.7% Cash Flow Statement Whole Council 45 

What if scenario – rate peg 0.7% Cash Flow Statement General Fund 46 

What if scenario – rate peg 0.7% Cash Flow Statement Water Fund 47 

What if scenario – rate peg 0.7% Cash Flow Statement Sewer fund 48 
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