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1.      Introduction 
 
In October 2009 the NSW Government introduced a new planning and reporting framework for 
Local Government – the Integrated Planning & Reporting (IPR) framework.  The framework was 
introduced as part of the Local Government Amendment (Planning and Reporting) Act 2009.  
 
Rockdale City Council implemented the Integrated Planning and Reporting legislation as a 
Group 2 Council, adopting its Rockdale City Plan 2011 - 2025 in June 2011.  
 
Councils are required to prepare a Resourcing Strategy of at least ten years to identify the 
resources needed to implement the community strategic plan. An essential element of the 
resourcing strategy is that it must include provisions for long term financial planning. 

 
The Long Term Financial Plan must be for a minimum ten years and is required to include the 
following: 
 

• The planning assumptions used to develop the plan, 
 

• Projected income and expenditure, balance sheet and cash-flow statement, 
 

• Sensitivity analysis and testing, 
 

• Financial modelling for different scenarios, 
 

• Methods of monitoring financial performance. 
 
 
The Long Term Financial Plan should be updated annually together with the preparation of the 
annual Operational Plan. Upon adoption of a new Community Strategic Plan every four years a 
detailed review of the Long Term Financial Plan should be undertaken to ensure it still 
represents the outcomes of the Community Strategic Plan. 
 
As required following a local government election, the incoming Council is required to review its 
Integrated Planning and Reporting (IPR) framework plans, and in Rockdale’s case a new 
Rockdale City Plan 2013 – 2025 (which includes all of the Plans and Programs making up our 
IPR framework) has been developed.  This Long Term Financial Plan 2013 – 2025 is part of the 
City Plan. 

 
1.1 Purpose of the Long Term Financial Plan 

 
The Long Term Financial Plan acts as a tool for stakeholders (Council and the community) to 
use in deciding what resources Council needs to apply to deliver on the outcomes contained 
within the Community Strategic Plan.  This Long Term Financial Plan seeks to answer to the 
following questions: 
 

•  Can we survive the financial pressures of the future? 
 

•  What are the opportunities for future income and economic growth? 
 

•  Can we afford what the community wants? 
 

•  How can we go about achieving these outcomes? 
 
 
In particular this Plan models the financial implications of the Community Strategic Plan 
2013 - 2025 strategies, along with the ability to maintain existing facilities and infrastructure 
based on a range of assumptions and within any known constraints. 
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Three financial scenarios are described in part 4 of the Long Term Financial Plan, and each 
scenario has been modelled with the detailed results in the Appendix showing for each scenario: 
 

• Income Statement and Capital and Reserve Movements 
• Balance Sheet 
• Cash Flow 
• Financial ratios 

 
1.2 Previous Long Term Financial Plan 

 
As a Group 2 Council, Rockdale prepared a Long Term Financial Plan in 2010/11 for the period 
2011 – 2025. The plan has been reviewed during the development of the 2013 – 2025 City Plan. 

 
The budget being developed for 2013/14 for inclusion in the Operational Plan 2013/14, is being 
developed through a rigorous process of consultation and review with Council and staff.  It is 
Council’s opinion that it will be financially responsible and puts forward the framework for 
Council to achieve the objectives and actions for which it is responsible outlined in the 2013 - 
2025 Community Strategic Plan.  The Delivery Program 2013 – 2017 and Operational Plan 
2013/14 will show the alternative scenario of Council not being successful in its application for a 
Special Rate Variation, and what cuts to projects, programs and services will need to be made 
as a result.  
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2.       Long Term Financial Sustainability 
 
 

2.1       How do we Define Long Term Financial Sustainability? 
 
A financially sustainable Council is one that has the ability to fund ongoing service delivery, and 
the renewal and replacement of assets without imposing excessive debt or rate increases on 
future generations. This definition has been translated into four key financial sustainability 
principles: 

 
•  Council must achieve a fully funded operating position reflecting that Council collects 

enough revenue to fund operational expenditure, repayment of debt and depreciation, 
 

•  Council must maintain sufficient cash reserves to ensure that it can meet its short- 
term working capital requirements, 

 

•  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 which is 
identified, and by ensuring cash reserves are set asides for those works which are yet to 
be identified. 

 
 

It is important to note that while these principles represent financial sustainability, in the current 
environment, most Council’s will find it difficult to obtain this level of sustainability as:- 

 
• Funding the life cycle of assets is a major issue for all levels of Government. The Percy 

Allan Report (released 2006) identified that NSW Councils had an infrastructure renewal 
backlog of $6.3 billion and an annual renewal gap of $500 million. 

 

• The backlog in asset renewal is a direct result of Councils in NSW not being able to cash 
fund depreciation. Depreciation represents the average loss of service potential for the 
asset over its economic life. Current asset renewal funding is based on the actual 
renewals program and this is often modified to fit within budgetary restraints. This means 
that as assets are consumed funds are not being put aside to replace the asset at the 
end of its useful life. This is not a result of poor management; Councils simply cannot   
afford to fund depreciation without compromising existing levels of service.  As rates are 
pegged to a basket of CPI indexes by the State Government many Councils struggle to 
keep up with their asset renewal requirements and other cost increases progressively 
erode the funding base. 

 
 

Deferring asset renewals compounds the asset renewal problem as the older assets get, the 
more they cost Council to maintain. This in part is being addressed through the implementation 
of Integrated Planning and Reporting, moving a Councils focus away from simply maintaining 
assets to managing an assets life cycle. This framework will also allow Council to clearly 
demonstrate to the community the long term financial ramifications of not renewing assets. 

 
 

2.2       How is Long Term Financial Sustainability Measured? 
A recent review undertaken by the Independent Pricing and Regulatory Tribunal (IPART) into 
the Revenue Framework for Local Government identified a number of performance indicators 
which measure Council’s financial performance and position. The indicators measure both 
recurrent operations and capital sustainability. 

 
Council will review its Long Term Financial Plan against these indicators as part of assessing 
the long term financial health of the organisation and its capacity to fund the proposed Delivery 
Program 2013 - 2017. 
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Ratio Calculation What is Being Measured? Sustainable Target 2011/12 Actual 
Ratio 

 

Operating Result Total operating revenue less 
total operating expenditure 

Does the Council have a balanced 
Budget? 

Greater than zero $2.5 million Loss Unsustainable 

Operating Ratio Operating Result divided 
by operating revenue 

Is the Council sustainable in terms 
of its operating result? 

Sustainable – Greater than zero -3.1% Unsustainable 

Working Capital Unrestricted current assets 
(excludes externally 
restricted assets) less 
unrestricted current liabilities 

Can the Council withstand 
any fluctuations in working 
capital requirements? 

Greater than $1.0 m –Sustainable 
Less than $0 – Unsustainable 

$1.81m Sustainable 

Un restricted Current 
Ratio 

Unrestricted current assets 
(excludes externally 
restricted assets) divided 
by unrestricted current 
liabilities 

Council’s ability to fund its short-
term expenditure needs. 

Over 1:1 Sustainable 
Less than 1:1 Unsustainable 

2.54 Sustainable 
 

Rates and Annual 
Charges 
Outstanding Ratio 

Amount of rates uncollected 
as a percentage of the total 
rates 

To assess the impact of 
uncollected rates and annual 
charges on Council’s liquidity. 

<5% 5.63% Unsustainable  

Asset Renewal Ratio Asset renewal expenditure 
divided by depreciation 

Is asset renewal expenditure 
sufficient to maintain assets in 
the long-term? 

Greater than 1:1 Good 
Less than 1:1 Unsustainable 

1:0.36 Unsustainable 

Asset Renewal Gap 
Ratio 

Estimated required asset 
renewal expenditure divided 
by current asset renewal 
expenditure 

Is there a shortfall in asset 
renewal funding? 

Greater than 100% Sustainable 
Less than 100% Unsustainable 

Less than 100% Unsustainable 

Debt Service Ratio Interest divided by 
operating revenue 

Indicates whether Council 
has excessive debt servicing 
costs relative to operating 
revenue 

Less than 15% Sustainable 
Over 15% Unsustainable 

2.24% Sustainable 
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3.       Financial Management in Council 
 
3.1      Existing Environment and Past Influences 
 
About Rockdale 
 
The  City  of  Rockdale  is  a  highly  urbanised  predominantly  residential  area  with  sizeable 
industrial areas, parkland/reserves and small suburban commercial areas.  The housing density 
is medium to low. 

 
The City is going through a period of urban renewal. The population is 103,000 (2011 
Census) which was an increase from 92,122 in 2006. This significant population growth reflects 
the urban renewal being experienced in parts of the City, particularly Wolli Creek and Rockdale 
Town Centre. 

 
Regulatory Environment 
 
Council operates in a highly regulated environment driven by legislation and State strategies 
such as:- 

• The Local Government Act 1993 
- Defines the scope and boundaries of Council’s role and the way it must 

conduct its business. 
• The NSW State Plan 

- The State Plan: A New direction for NSW defines the overarching goals 
and outcomes that NSW Government has set for this State and which 
should shape public policy. 

• The Sydney Metropolitan Strategy 
- The  strategy  sets  out  a  long  term  plan  for  the  Sydney  Metropolitan 
- Region 

 
Financial Environment - Rate Pegging 
 
Council’s ability to align rating revenues with the increased cost of providing local government 
services has been restrained for a number of years by rate pegging, a legislative instrument 
whereby the maximum increase in rating revenues is set by the Independent Pricing  And 
Regulatory Tribunal (IPART)  NSW. 

 
Financial Environment – The State of the Council’s Finances 
 
While the Council faces challenges in generating sufficient revenue to balance the budget, it has 
large externally restricted reserves. As at 30 June 2012 the Council has a low level of 
borrowings at $5.9 million and cash reserves of $64.7 million. $42.5 million of the reserves 
have external restrictions on how they may be expended. 

 
Three key ratios Working Capital, Unrestricted Current Ratio and Debt Ratio are well within 
industry guidelines outlined in the table in section 2.2. The operating and asset renewal ratios 
are currently unsustainable. The operational ratios are improved by the accounting standards 
requirement to included capital grants and contributions in the operational revenue. The reported 
operational loss as outlined in the table in section 2.2 has been reduced by the $3.4 million of 
capital grants and contributions. The unadjusted loss is $5.9 million.  
 
Council has Total Assets of $865.7 million while the Total Liabilities are only $24.6 million. The 
total liabilities exclude Council’s projected contribution of $110.8 million towards the Section 94 
Developers Contributions projects. 
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Financial Environment - Balancing the Budget 
 
Council’s budget has faced significant pressures including:- 

 
• An increasing burden as a result of cost shifting from other levels of government, 
 

•  Increases in the cost of procuring goods and services have been consistently higher 
than rate pegging increases as determined by the Minister for Local Government 

• Greater  competition between councils in  the  allocation  of  external  funding  such  as  
    Financial Assistance Grants. 

 
 

The effects of the global financial crisis heavily impacted Council’s investments portfolio in 2008. 
 

The above factors mean that, as with many councils in NSW, Rockdale is faced with an “Income 
Gap” with costs increasing at a greater rate than revenues.  This Income Gap has been 
addressed by way of productivity gains and efficiency savings.  Council also actively pursues 
grants, works collaboratively with neighbouring councils and carefully manages its income and 
expenditure through the use of sound financial reporting systems and regular budgetary 
monitoring. 

 
Financial Environment - Infrastructure Rehabilitation 
 
The biggest single financial issue facing Council is the need to repair and replace ageing 
assets, while providing new assets to meet the needs and expectations of the community. 

 
In order to balance the budget some years ago, significant cuts were made to the budget allocated 
to maintain assets, rather than cutting back services. This means there is currently a financial 
backlog of $38.5 million which is needed to bring these assets up to a satisfactory standard for the 
community. 

 
As  Council  could  not  afford  to  do  these  works  without  cutting  back  services,  Council 
successfully gained a Special Rate Variation of 5.11% per year in 2007/08.  Four percent (4%) of 
this (approximately $1.3 million p.a.) is used towards asset rehabilitation and upgrade works with 
the other one percent (1%) used to continue with the Safer Community Program. 

 
In addition, Council has had a 3% Special Rate Variation for 2010/11 approved which provides an 
additional $1.1 million for the refurbishment of Council’s amenities buildings and small community 
buildings. 

 
 

3.2 Financial Management Principles 
 

In preparing the 2013 - 2025 Long Term Financial Plan, the following underpinning principles have 
been used: 
 

• Minimum cash liquidity of $1 million will be maintained at all times, 
•  Budgets will aim to maintain assets to at least the same condition as they were at the 

start of each financial year, 
•  Management will continually look for ways to structurally realign resources and/or 

increase income opportunities without changes to service standards, 
• Services and Infrastructure in any new areas will be provided when they are needed, 
•  Council will continue to improve its capacity to fund its recurrent operations and 

renew critical infrastructure through sustainable financial decision making. 
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In conjunction with these principles, Council’s long term financial plan is guided by a number of 
policies and strategies which are outlined below: 
 
Rating Income Strategy 
 
Rating Income is generated by a levy on properties within the Council area for the provision of local 
government services. Council continually reviews its rating system to ensure that it is fair and 
equitable, where each rating category and property will contribute to the rate levy according to the 
demands placed on Council’s limited resources. 

 
The projected number of properties subject to rating in 2013/14 and the average rate paid is as 
follows:- 

 
AVERAGE RATE PAID BY RATE CATEGORY 
 # of Properties Average Rate p.a. 

excluding Special Rate Variations 
Residential – minimum 18,801 $690 
Residential – ad valorem 19,019 $1,098 
Business – minimum 476 $690 
Business – ad valorem 1,363 $3,338 
Farmland – ad valorem 5 $1,267 

Total 39,639  
 

For 2013/14, the average ad valorem residential rate is $1,098.00 p.a. (or approx 1.5 
times the minimum rate), and there will be 18,801 residential properties subject to the 
minimum rate of $690.00 p.a. 

 
The proposed rating strategy for 2013/14 is the same as 2012/13. 

 
 

Special Rates 
 
Special Rates include Special Local Area Rates, Community Safety Levies, Community Building 
Levies and Infrastructure Levies. 
 
Council successfully gained a Special Rate Variation of 5% per year in 2007/08 in perpetuity.  
Four percent (4%) of this (approximately $1.3 million p.a.) is used towards asset rehabilitation and 
upgrade works with the other one percent (1%) used to continue with the Safer Community 
Program. 

As part of the 2010/11 management planning process Council applied for a Special Rate 
Variation to fund improvements to its amenities and small community buildings. The proposal 
sought a 3% increase, to be collected via a new Community Building Levy, to fund the 
program of works. The Minister for Local Government announced on the 2nd July 2010 that 
Council’s application was approved for a period of three years.  This SRV expires on 30 June 
2013. 

 

The variation was sought to increase the level of funding available for the rehabilitation and 
renewal of amenities and smaller community buildings.  This asset class had a significant 
maintenance backlog estimated at $3.8 million with the overall asset condition rated as Fair/Poor 
in the 2009/10 annual report. 
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Minimum Working Funds Surplus 
 
Council’s current policy is to maintain a minimum working funds surplus of $1 million. These 
funds are held as part of Council’s internal reserves. This amount represents funds readily 
available in cash, which are not committed in Council’s current budget. This amount has been 
deliberately set aside by Council to allow for situations where emergency funding is required due to 
major unforseen circumstance within the LGA. The level of the restriction will be reviewed as 
Council’s budget grows. 

 
Investment Principles 
 
Council has an Investment Policy that reinforces its ongoing commitment to maintain a 
conservative risk/return portfolio, an important component of its ongoing prudent financial  
management practices. The overall objectives of the policy are to ensure that Council invests its 
funds: 

1. in accordance with the requirements of the Local Government Act (1993) and Council’s 
investment policy, and 

2. in a conservative manner where preservation of capital is the principle objective, and 
3. in a manner that seeks to ensure the security of the Council’s cash and investment 

portfolio, achieve appropriate earnings and manage cash resources to ensure that there is 
sufficient liquidity to meet Council’s business objectives 

 
The policy outlines: 

� the manner in which Council may invest funds, 
� the institutions and products which Council can invest in, and 
� delegations, and 
� the reporting requirements, including benchmarking, of Council’s investment portfolio. 

 
 

Interest on investments is received on three types of funding: 
•  General fund revenues raised through the year from all sources of revenue, excluding 

reserves and Section 94 contributions, 
• Restricted investments held until expended, 
• Section 94 contributions held until expended. 

 
Council has control over the interest it earns on general fund revenues and unrestricted reserves, 
but Section 94 interest on investments must be utilised for the purpose for which the contribution 
relates. The interest Council earns on general fund revenue is not tied and forms part of Council’s 
consolidated revenue for distribution across services that are not funded by restricted funds. 

 
Loan Borrowings 
 
Council has an annual borrowing program of $1.1 million per annum to provide for capital projects 
such as roads, footpaths, drainage works or recreational facilities.  This approach enables both 
current and future generations of ratepayers to contribute towards the use of these assets, thereby 
more equitably aligning the payment and use of these services.  Additional borrowing capacity will be 
utilised in the delivery of new infrastructure. 

 

Council’s loan funds policy provides that loan funds are to be used for any lawful purpose as 
provided by s621 of the Local Government Act, with priority given to Capital Works projects that will 
provide a benefit to ratepayers and future ratepayers such as:- 

i. Acquisition of Land and buildings 
ii. Major Public Works Construction 
iii. Provision of Parks and reserves Amenities 
iv. Major Development of Parks and Reserves 
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Council reviews its debt service ratio annually to ensure the level of debt is kept within the 
recommended levels for NSW Councils. 
 
The NSW Treasury (T Corp) is undertaking financial sustainability assessments of Councils on 
behalf of the NSW Division of Local Government as part of their applications for Local Infrastructure 
Renewal Scheme (LIRS) loans.  Rockdale City Council applied for a loan of $1.7 million which was 
approved subject to this assessment.  A draft report has been written on Rockdale City Council, 
and the final version is awaited following comments and discussion. 
 
The draft T Corp report concludes that Rockdale City Council has the capacity to undertake the 
additional borrowing of $1.7 million. It also says that Council has the capacity to undertake further 
borrowings.  

 
Cash Reserves & Restrictions 
 
Council has a number of cash reserves which are either a legislative requirement (externally 
restricted) or through a Council decision (internally restricted). 

 
The establishment and funding of cash reserves is a financial management strategy to provide 
funds for future expenditure that could not otherwise be financed during a single year without 
having a material impact on the budget.  For example, local government elections occur every 
four years, so Council sets aside one quarter of the estimated cost of this activity each financial 
year. 

 
The balance of cash reserves as at 30 June 2012 was $69,681,000 comprising: 
 

Externally Restricted Reserves $47,659,000 
Internally Restricted Reserves $21,022,000 
Unrestricted Reserve $  1,000,000 

  
 Council’s reserves are considered as funding sources in the budget process. 
 
Section 94 Developer Contributions 
 
Section 94 of the Environmental Planning and Assessment Act (1979) enables Council to levy 
contributions for public amenities and services required as a consequence of development. 
 
Council’s section 94 Developer Contribution Plan was adopted by Council on 26 May 2004, and 
since amended in September 2006 (Amendment No. 1), October 2006 (Amendment No. 2), 
October 2008 (Amendment No. 3) and July 2009 (Amendment No. 4) to provide funds for: 
 

• Recreational facilities (including open space acquisitions and embellishments) 
• Stormwater and Pollution Control Facilities 
• Town Centre/Streetscaping Improvements 
• Community Facilities 
• Car Parking 
• Roads and Traffic Management Facilities 
• Wolli Creek Redevelopment 
• Plan Administration and Project Management. 
 

Council also has a section 94A Development Contributions Plan that allows Council to collect a 
levy (between 0.5 and 1 percent) on development proposals that do not pay section 94 
contributions. The  S94  and  S94A  plans  contain  detailed  schedules  of  works  for  which  
development contributions are required.  
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The S94 and S94A plans and work schedules are currently being reviewed. 
 
As at 30 June 2012 $24.8 million was held in restricted reserves to fund future works.  In addition 
the plans have projected future contributions of $101.6 million to fund projected works of $237.2 
million.  This leaves a projected shortfall of $110.8 million. 
 

 

Discretionary & Regulatory Fees & Charges 
 
Council has the ability to raise revenues through the adoption of a fee or a charge for services or 
facilities. Fees and charges are reviewed on an annual basis in conjunction with the preparation of 
the annual budget. 
 
The fees and charges which Council can charge can be split into two categories: 
 

1. Regulatory Fees – These fees are generally determined by State Government Legislation, 
and primarily relate to building, development or compliance activities. Council has no 
control over the calculation, and any annual increases of these fees and charges. 

2. Discretionary Fees - 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. 

 
The general principles under which Council sets its fees and charges are that Council does not 
intend to “profit” from the setting of fees and charges.  Fees are set to recover the cost of services 
provided.  Council will be considering a more detailed review of the fees and charges policy in 
2014. 

 
Asset Disposal & Investment Strategy 
 
The majority of Council’s property assets deliver on services such as: 
 

• Transport Infrastructure 

• Environmental services, such as stormwater management 
• Community Facilities 

• Operational Assets, including administration buildings 
 

The limited number of property investments which Council currently owns primarily relate to land 
holdings within industrial and residential areas within the Rockdale LGA. 

 
Council’s criteria for the sale of property assets is as follows: 
 

•  The asset is no longer used, or is not required for the provision of a core community 
service 

•  The asset has reached the end of its useful life and provides no further tangible benefit to 
the community 

•  Market conditions indicate that the asset could provide a substantial return which can be 
redirected into new or renewed assets 

•  The asset is incurring a higher maintenance cost which directly impacts on Council’s 
financial capacity to maintain the level of services which the community has come to 
expect 

 
Investment Strategy Working Group 

In November 2012 Council established an internal Investment Strategy Working Group to investigate 
and advise Council on opportunities to use its property portfolio to improve the Council's financial 
sustainability and create the capacity to increase the range of services and facilities provided to the 
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community.  This includes contributing to the funding of Major Projects.  Indicative targets have been 
set for the Investment Strategy Working Group to achieve the funding proposals for the Major 
Projects. 
 
The Working Party will also ensure the existing property assets are managed more effectively in 
order to provide new or increased services to the community.  Limits on rate income combined with 
consistent demands for increased community services and facilities require Councils to carefully and 
methodically consider opportunities to use their property portfolios more effectively. 
 
In addition Elton Consulting has developed a draft Community Services Plan for Council that 
provides a framework to facilitate a coordinated approach for the planning and development of 
services and facilities for the Rockdale community.   The focus of the plan is not asset rationalisation 
or reduction of service levels. Rather it is intended to assist Council to plan, deliver and support an 
effective and efficient network of facilities and services that collectively meet community needs. 

The plan also proposes recommendations for improvements in Council's current facility management 
including policies that seek to maximise facility utilisation, provide access to a wide range of user 
groups (by encouraging shared use) and include a robust process of monitoring and evaluation of 
facility use to ensure they consistently and effectively address the needs of the community. 

The report has important recommendations including: that Council’s approach to leasing and 
licensing of its community facilities needs to reflect this emphasis on maximising utilisation and also 
on ensuring that organisations who utilise Council facilities are contributing to addressing broader 
community needs.   

 
3.3      Asset Management 
 
Rockdale Asset Management Strategy 2013 - 2025 
 
The City of Rockdale is the custodian of infrastructure assets with a value in excess of $894 
million.  Ensuring these assets are maintained and able to provide the services required of them is 
an important function of the Council. 
 
The draft Asset Management Strategy provides a systematic way of accounting for these assets 
and planning for their operation, maintenance, rehabilitation, disposal and renewal. The Strategy 
also helps Council to review its asset management practices to ensure they are being done in the 
most cost effective manner possible. 
 
The broad purpose of the Asset Management Strategy is: 
 

• To  have  proper  plans  and  strategies  that  ensure  the  assets  provided  by  previous 
generations continue to be available to provide the services required by future generations; 

• To be able to plan for new assets confident of our understanding of their impact on 

        Council’s long term financial sustainability; and 

•   To provide assurance that assets are being created, operated, maintained, rehabilitated 
and renewed in the most cost effective ways possible. 

 
The Rockdale Asset Management Strategy 2013 - 2025 includes revised estimates of the value 
and useful remaining life of the City of Rockdale’s assets. The Strategy also includes a 
comprehensive program of actions to improve the quality of asset data and asset management 
systems and practices within Council. 
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The revised estimates of asset value and useful remaining life indicate that Council should be 
making greater provision for the rehabilitation of existing assets, and that the asset maintenance 
backlog is probably greater than currently estimated. 

 
The work detailed in the program of actions will provide a basis to develop strategies and 
actions in the next iterations of the Asset Management Strategy to address the likely gaps. 
 
The Asset Management Strategy is supported by the following documents: 
 

• Recreational & Natural Environment Asset Management Plan (July 2006) 

• Property & Building Asset Management Plan (May 2006) 

• Stormwater Drainage Asset Management Plan (July 2006) 

• Transport & Infrastructure Asset Management Plan (January 2006) 
 
 

The forward capital works program has been developed in alignment with these documents. 
 
 
3.4      Long Term Financial Plan Assumptions 
 
The long term financial model requires Council to identify all material items of revenue and 
expenditure, and determine the external and internal influences which could significantly impact on 
Council’s finances. 
 
In preparing the 2013 – 2025 L ong T erm F inancial P lan, the following underpinning principles 
have been adopted: 
 
Market Driven Planning Assumptions 
 
Population Growth 
Rockdale is a low growth Council however some growth is occurring as a result of changes in 
housing density. The population forecast is an estimate mainly based on the additional dwelling 
supply in the city.  Information is provided by RCC – Urban and Environmental Strategy 

 
Year 13/14 14/15 15/16 16/17 17/18 

onwards 
Additional 
Dwellings 

 
400 

 
650 

 
530 

 
530 

 
530 

 

Population 
Projection 

 
103,500 

 
104,100 

 
104,700 

 
105,700 

106,500 
Increasing   by
800 annually 

 
Inflation (Consumer Price Index) 
In determining the inflationary increase assumption for 2013/14, Council has used the Local 
Government Price Index as determined by IPART. 

 
Year Factor 2013/14 Factor 2012/13 to 2024/25 

 

Underlying Inflation 
 

3.7% 
 

3.7% 

 
This assumption has been applied across discretionary budget allocations, where specific data 
modelling or specific internal assumptions cannot be determined or where the amounts are 
determined as immaterial (for example, general expense provisions within service centres). 
 
Applying this increase across Council’s discretionary budget allocations ensures that Council 
budget reflects projected movements in real dollar terms. 
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Interest Rate Movements 
Council has used the Reserve Bank January 2013 30 day bank accepted bill rate plus a margin 
for the 2013/14 return on investment factor.  The rates commencing from 2014/15 are based on 
the January 2013, 2, 3, 5 and 10 year Government Bond pricing. 

 
Borrowing cost projections have been based on the current rate which has been increased by 
the same proportion as the investment rates. 

 
Year Factor 2013/14 Factor 2014/15 to 2024/25 
 
Return on Investment 

 
3.75% 

 
4.0-5.0% 

 
Borrowing Cost  

5.75% 
 

6.0-8.0% 
 
Revenue and Expenditure Assumptions 
 
The following table outlines Council’s planning assumptions by revenue and expenditure types. 
Included within the assumptions is a brief description as to how Council has determined this 
assumption and the external influences which impact the assumption. 

 
Note: the assumptions included in the following tables are those which could have a material 
impact on Council finances. 

 
 

Revenue Budget 
Assumptions 

 
Factor 2013/14 

 
Factor 2014/15 to 2024/25 

Minister’s Allowable 
Increase 

 
3.4% 

 
3.5% 

Special Rate Variation 
Income 

  

Rate Income Growth 0.39% 0.39% 

 
 

Revenue Budget 
Assumptions 

 
Factor 2013/14 

 
Factor 2014/15 to 2024/25 

Rates & Annual Charges 3.4% 3.5% 

User Charges and Fees 2% 2% 
Interest & Investment 
Revenue 

 
$3,239,238 This calculated based on the 

cash held as at 1 July each 
year and the expected return 

on investment 

Other Revenues 2.5% 2.5% 

Grants & Contributions 
provided for operating 
purposes 

 
$4,808,892 

$4,929,116 then increasing 
by approximately $100k per 

year to $6,309,684 in 
2024/25 

Grants & Contributions 
provided for capital 
purposes (roll-up total) 

 
$8,524,707 

$9,233,087 then fluctuating 
between $8.7 million and 
$9.4 million in 2024/25 

�
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Revenue Budget 
Assumptions 

 
Factor 2013/14 

 
Factor 2014/15 to 2024/25 

 
 

- Grants 

 
 

$2,993,147 

Fluctuating between $2.4 
million and $3.0 million in 

2024/25 

 
- Section 94 

 
$5,131,560 

 
$5,765,130 in 2014/15 then 
reducing to $5,163,490 and 
remain constant to 2024/25 

  
- Section 94A 

 
$400,000 $400,000 

each year 
  

 
 

Expenditure Budget 
Assumption 

 
Factor 2013/14 

 
Factor 2014/15 to 2024/25 

 
Super Guarantee Levy 

 
9.00% 9.00% for 2013/14.Increasing 

to12% by 2019/20 

Employee Benefits & 
On- costs 

 
3.25% 

 
3.25% 

 
Borrowing Costs Interest calculated on actual 

loan 
borrowings at 8% per 

Interest calculated on actual 
loan 

borrowings at 8% per Materials & Contracts 3.7% 3.7% 
 
Depreciation $19.2 million Depreciation is based on 

the projected asset value 

Amortization 2.0% 2.0% 

Other Expenses 3.7% 3.7% 
 

 
 

 

Capital & Reserve 
Movements 

 
Factor 2013/14 

 
Factor 2014/15 to 2024/25 

 
Capital Expenditure 

 
$17.8 million $44.1 million then decreasing to 

$21.8 million by 2024/25 

Loan Repayments $1.1 million Actual loan repayments as per 
loan schedules 

Loan Borrowings $1.1 million $7.0 Million, 2014/15 $3.2 million, 
2015/16 then $1.1 million each 
year 

 
Proceeds from Plant and 
Machinery Sales 

 
 

$950,000 

 
$950,000 each year 
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Capital Works Program: 
 
 

 

�
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4.  Scenario One – Successful Applications for SRV each year for five 
years, includes efficiency gains and two major projects 

 
4.1       Introduction 

 

This scenario models the continuation of Council’s services as currently provided.  It assumes 
council  will  continue  to  achieve  a  balanced  “operational cash  budget”  by  closing  any gap  
between revenue and expenditure by achieving improved efficiency gains in service delivery. A 
self imposed efficiency of $250,000 p.a. to be transferred from operational budgets to asset 
renewal and successful applications for Special Rate Variations for a one-off percentage increase 
to general income to replace the expiring 3% Community Buildings SRV in 2013/14, and a multi 
year Special Variation to general income commencing from 2014, consisting of a 3% increase (on 
top of an estimated rate peg of 3%) in each of the years 2014/15, 2015/16, 2016/17 and 2017/18 
after which the Special Variation would be included in the rates base. 
 

The SRV Works Program is detailed at pages 48 to 50 of the draft Rockdale Community Strategic 
Plan. 
 

Two significant capital projects, Rockdale City Library and the Bexley Swimming and Leisure 
Centre and investigation into a third major project, the Arncliffe Youth Centre have been included 
in the model. 
 
4.2    Components included in scenario 
 

•  The State Government has set an annual rate cap for Councils over the last 30 years. 
This responsibility has now been passed to IPART NSW which has set a rate increase of 
3.4% for the 2013/14 year.  The figure assumes that Councils need to make efficiencies 
to maintain their level of purchasing, and imposes a 0.2% efficiency saving. 

 
• The Workforce M a n a g e m e n t  Plan will not have any significant implications on the 

annual operating position. 
 

• The  capital  maintenance,  rehabilitation  and  new  capital  expenditure  program  is  as 
outlined in the 12 year City Projects Program. 

 
• S94 funding is based the capital works program as outlined on page 18 and the 

projected revenue streams 
 

• Council’s existing policy is to borrow $1.1 million annually to support the Capital Works 
Program. The Long Term Financial Plan assumes that Council will need to continue to 
borrow this amount to support and supplement the annual Capital Works Program 

 
• The value of the proceeds from the sale of plant and equipment is assumed to equal the 

book value of the plant and equipment and therefore there is no profit or loss on disposal 
of plant and equipment. 

 
4.3      Sustainability assessment 

 

 
Scenario One is based on an increased rates revenue and self imposed efficiency gains to fund 
an increase in expenditure on asset renewal.  The additional revenue will improve the financial 
sustainability. By 2024/25 the operating loss before Capital Grants and Contributions has 
reduced from $9.1 million to $2.5 million. The Asset Renewal Ratio has improved from 47.4% to 
74.4%.  
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The forecast financial position of this scenario has been assessed in relation to the four financial 
sustainability principles. 

 
The first sustainability principle is: 
• Council  must  achieve  a  fully  funded  operating  position  reflecting  that  Council  collects 

enough revenue to fund operational expenditure, repayment of debt and depreciation. 
 

 
 
The graph above shows that Council is forecasting an operating deficit after capital grants and 
contributions of $10.2 million in 2013/14 due to operating expenditure being greater than 
operating revenue. The Long Term Financial Plan predicts the deficit will continue and 
decrease to $2.5 million by 2024/25. 

 
By removing the non-cash item of depreciation, the operating deficit becomes a surplus of 
approximately $11.2 million p.a. In the past t h i s  has matched the level of expenditure on 
capital renewal, loan repayments and new projects, providing the “balanced cash budget” 
situation. 

 
The second principle of financial sustainability is: 
• Council must maintain sufficient cash reserves to ensure that it can meet its short-term 

working capital requirements 
 

 
Over the 12 years of the Long Term Financial Plan the cash reserves increase from $82 million 
to $216 million. This growth in cash reserves has mostly been achieved from the S94 capital 
contributions exceeding the related capital expenditure programs for new assets over the 12 
years of the Plan. 
 
Although the cash balance indicated Council is financially sustainable, it must be recognised a 
large proportion of the fund will relate to S94 funds held in restricted reserves. 
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The last two principles of financial sustainability are: 
 

•  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 which is 
identified, and by ensuring cash reserves are set asides for those works which are yet to 
be identified. 

 

It is evident from the commentary and graphs above that although Council is not collecting 
sufficient revenue for the renewal and development of assets, the programs in this scenario do 
not reflect sufficient level of capital works.  In this scenario the capital expenditure has been 
restricted to the level of “cash” funding rather than addressing the ongoing maintenance of the 
capital base. The graph below plots the asset renewal ratio on an upward trend as Council 
invests the Special Rate Variation and efficiencies in the renewal of assets, there is a significant 
increase in the ratio over the five year period that the SRV is introduced, to over 70% by 
2024/25. 
 

 
 
In summary, Scenario One indicates that Council is maintaining financial liquidity even though it 
is forecasting  an  operating  deficit  as  the  deficit  is  offset  by a reduced investment  in 
infrastructure asset renewal.  There are two risks associated with this strategy.  Firstly Council’s 
infrastructure assets will continue to deteriorate, requiring significantly increased investment in 
the future,  which has been  largely but not completely mitigated by the 2013/14 SRV and self 
imposed efficiencies. 

 
 
4.4      Sensitivity Analysis 

 

 
The two key sensitivities tested for Scenario One are the negative impact sensitivities of: 

 

• Salaries, Wages and Employee costs exceed the forecast 4% annual increase.  An 
annual increase of 5% has been modelled. 

• Materials and Contracts exceed the forecast 3.4% annual increase.  An annual increase of 
6% has been modelled. 

 
The impact of these sensitivities is that the operating position is unsustainable from 
2013/14 and the income gap continues to grow as the operating expenditure exceeds the 
operating revenue. 
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5.      Scenario Two – Efficiencies and Major Projects –  
Unsuccessful SRV Application 
 

5.1       Introduction 
 
This scenario models the continuation of Council’s services as currently provided.  It assumes 
Council  will  continue  to  achieve  a  balanced  “operational cash  budget”  by  closing  any gap  
between revenue and expenditure by achieving improved efficiency gains in service delivery. The 
2010 Community Buildings Special Rate Variation has expired and no further successful SRV 
applications have been made. 

 
A specified efficiencies gain of $250,000 per year has been determined to be transferred from 
operational budgets to increase the total asset renewal spending, this practice will increase the 
asset renewal ratio from 35% in 2013/14 to 45.5% in 2024 - 2025  
 
Two significant capital projects, Rockdale City Library and the Bexley Swimming and Leisure 
Centre and investigation into a third major project, the Arncliffe Youth Centre have been 
included in the model. 

 
5.2    Components included in scenario 

• The State Government has set an annual rate cap for Councils over the last 30 
years. This responsibility has now been passed to IPART NSW who has set a rate 
increase of 3.4% for the 2013/14 year.  The figure assumes that Councils need to 
make efficiencies to maintain their level of purchasing and imposes a 0.2% efficiency 
saving. 

 
• The Workforce M a n a g e m e n t  Plan will not have any significant implications on 

the annual operating position. 
 

• The  capital  maintenance,  rehabilitation  and  new  capital  expenditure  program  is  
as outlined in the 12 year City Projects Program. 
 

• S94 funding is based the capital works program as outlined and the projected 
revenue streams 
 

• Council’s existing policy is to borrow $1.1 million annually to support the Capital 
Works Program. The Long Term Financial Plan assumes that Council will need to 
continue to borrow this amount to support and supplement the annual Capital Works 
Program 
 

• The value of the proceeds from the sale of plant and equipment is assumed to equal 
the book value of the plant and equipment and therefore there is no profit or loss on 
disposal 

 
5.3      Sustainability Assessment 

 

The changes in Scenario Two relate to self imposed efficiencies that have been allocated to the 
asset renewals, the operational deficit increases by $0.1 million between 2013 - 2014 and 2024 
– 2025. 

 
The forecast financial position of the scenario has been assessed in relation to the four financial 
sustainability principles. 

 
The first sustainability principle is: 

• Council  must  achieve  a  fully  funded  operating  position  reflecting  that  Council  collects 
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enough revenue to fund operational expenditure, repayment of debt and depreciation 
 

 
 

The graph above shows that Council is forecasting an operating deficit after capital grants and 
contributions of $10.2 million in 2013/14 due to operating expenditure being greater than 
operating revenue. The Long Term Financial Plan predicts the deficit will continue and increase 
to $10.3 million by 2024/25. 

 
The second principle of financial sustainability is: 

• Council must maintain sufficient cash reserves to ensure that it can meet its short-term 
working capital requirements 

 

 
Over the 12 years of the Long Term Financial Plan the cash reserves increase from $82 million to 
$213 million.  This growth in cash reserves has mostly been achieved from the S94 capital 
contributions exceeding the related capital expenditure programs for new assets over the 12 years 
of the Plan. 
 
Although the cash balance indicated Council is financially sustainable, it must be recognised a 
large proportion of the fund will relate to S94 funds held in restricted reserves. 
 
The last two principles of financial sustainability are: 

•  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 which is 
identified, and by ensuring cash reserves are set asides for those works which are yet to 
be identified. 

 
It is evident from the commentary and graphs above that although Council is not collecting 
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sufficient revenue for the renewal and development of assets, the programs in this scenario do 
not reflect sufficient level of capital works.  In this scenario the capital expenditure has been 
restricted to the level of “cash” funding rather than addressing the ongoing maintenance of the 
capital base. The graph below plots the asset renewal ratio on an upward trend as Council invests 
the self imposed efficiencies on the renewal of assets, but it only reaches 45% by 2024/25. 
 

 
 
In summary Scenario Two, indicates that Council is maintaining financial liquidity even though it is 
forecasting  an  operating  deficit  as  the  deficit  is  offset  by a reduced    investment  in 
infrastructure asset renewal.  There are two risks associated with this strategy.  Firstly Council’s 
infrastructure assets will continue to deteriorate, requiring significantly increased investment in the 
future, which has been partly mitigated by self imposed efficiency gains. 
 
 
5.4      Sensitivity Analysis 

 

 
The two key sensitivities tested for Scenario Two are the negative impact sensitivities of: 
 

 

• Salaries, Wages and Employee costs exceed the forecast 4% annual increase.  An 
annual increase of 5% has been modelled. 

• Materials and Contracts exceed the forecast 3.4% annual increase.  An annual increase of 
6% has been modelled. 

 
The impact of these sensitivities is that the operating position is unsustainable from 
2013/14 and the income gap continues to grow as the operating expenditure exceeds the 
operating revenue. 
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6.      Scenario Three – Business as Usual Model 
 
6.1      Introduction 

This scenario models the continuation of council’s services as currently provided.  It assumes 
council  will  continue  to  achieve  a  balanced  “operational cash  budget”  by  closing  any gap  
between revenue and expenditure by achieving improvements and efficiency gains in service 
delivery and the reduction in asset renewals. The 2010 Community Buildings Special Rate 
Variation has expired and no further SRV applications have been made. 
 
Two significant capital projects, Rockdale City Library and the Bexley Swimming and Leisure 
Centre and investigation into a third major project, the Arncliffe Youth Centre have been included 
in the model. 
 
6.2   Components included in scenario 

•  The State Government has set an annual rate cap for Councils over the last 30 years. 
This responsibility has now been passed to IPART NSW who has set a rate increase of 
3.4% for the 2013/14 year.  The figure assumes that Councils need to make efficiencies 
of 0.2% of rates to maintain current level of purchasing. 

 
•  The Workforce M a n a g e m e n t  Plan will not have any significant implications on 

the annual operating position 
 

• The  capital  maintenance,  rehabilitation  and  new  capital  expenditure  program  is  as 
outlined in the 12 year City Projects Program. 

 
• S94 funding is based the capital works program as outlined and the projected revenue 

streams 
 

• Council’s existing policy is to borrow $1.1 million annually to support the Capital Works 
Program. The Long Term Financial Plan assumes that Council will need to continue to 
borrow this amount to support and supplement the annual Capital Works Program 

 
• The value of the proceeds from the sale of plant and equipment is assumed to equal the 

book value of the plant and equipment and therefore there is no profit or loss on disposal 
of plant and equipment. 
 

6.3      Sustainability assessment 
 

 
The forecast financial position for Scenario Three has been assessed in relation to the four 
financial sustainability principles. 

 
The first principle is: 
• Council  must  achieve  a  fully  funded  operating  position  reflecting  that  Council  collects 

enough revenue to fund operational expenditure, repayment of debt and depreciation 
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The graph above shows that Council is forecasting an operating deficit after capital grants and 
contributions of $10.2 million in 2013/14 due to operating expenditure being greater than 
operating revenue. The Long Term Financial Plan predicts the deficit will continue and increase 
to $14.3 million by 2024/25. 

 
By removing the non-cash item of depreciation, the operating deficit becomes a surplus of 
approximately $12.3 million per year. This in the past has matched the level of expenditure 
on capital renewal, loan repayments and new projects, providing the “balanced cash budget” 
situation. 

 
The second principle of financial sustainability is: 
• Council must maintain sufficient cash reserves to ensure that it can meet its short-term 

working capital requirements 
 

 
Over the 12 years of the Long Term Financial Plan the cash reserves increase from $82 million to 
$209 million. This growth in cash reserves has mostly been achieved from the S94 capital 
contributions exceeding the related capital expenditure programs for new assets over the 12 years 
of the Plan. 
 
Although the cash balance indicated Council is financially sustainable, it must be recognised a 
large proportion of the fund will relate to S94 funds held in restricted reserves. 
 
The last two principles of financial sustainability are: 
 

•  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 which is 
identified, and by ensuring cash reserves are set asides for those works which are yet to 
be identified. 

 

It is evident from the commentary and graphs above that although Council is not collecting 
sufficient revenue for the renewal and development of assets, the programs in this scenario do 
not reflect sufficient level of capital works.  In this scenario the capital expenditure has been 
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restricted to the level of “cash” funding rather than addressing the ongoing maintenance of the 
capital base. The graph below plots the asset renewal ratio as it remains stable in dollars spent to 
depreciation, what is not shown is the reduction in the quantum of work completed as when the 
assets have passed the optional renew point the renewal cost increases significantly. The asset 
renewals ratio remains at 35%. 
 

 
 
In summary, Scenario Three, indicates that Council is maintains financial liquidity even though it is 
forecasting  an  operating  deficit  as  the  deficit  is  offset  by  reducing  the  investment  in 
infrastructure asset renewal.  There are two risks associated with this strategy.  Firstly Council’s 
infrastructure assets will continue to deteriorate, requiring significantly increased investment in the 
future. Secondly the creation of the large restricted reserve held for investment in S94 assets 
will need to be transformed into community and infrastructure asset that Council will need to 
manage, operate and maintain in the future, putting additional strain on the operating position. 
 
 
 
6.4      Sensitivity Analysis 

 

The two key sensitivities tested for Scenario Three are the negative impact sensitivities of: 
 

• Salaries, Wages and Employee costs exceed the forecast 4% annual increase.  An 
annual increase of 5% has been modelled. 

• Materials and Contracts exceed the forecast 3.7% annual increase.  An annual increase 
 of 6% has been modelled. 

 

The impact of these sensitivities is that the operating position is unsustainable from 
2013/14 and the income gap continues to grow as the operating expenditure exceeds the 
operating revenue. 

 
 

• Council must maintain its asset base, by renewing ageing infrastructure which is 
identified, and by ensuring cash reserves are set asides for those works which are yet to 
be identified. 
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7.      Long Term Financial Sustainability 
 

7.1 Conclusion 
 

Council has committed to undertaking an assessment of its long term financial sustainability by the 
development of a Long Term Financial Plan.  This plan is based on the 2013/14year and forecasts 
out 12 years to 2024/25. 
 
The Council has considered three scenarios. Scenario One is based on the current known 
financial position with: a self imposed efficiency of $250,000 p.a. to be transferred from operational 
budgets to asset renewal: successful applications for Special Rate Variations for a one-off 
percentage increase to general income to replace the expiring 3% Community Buildings SRV in 
2013/14, and a multi year Special Variation to general income commencing from 2014, consisting 
of a 3% increase (on top of an estimated rate peg of 3%) in each of the years 2014/15, 2015/16, 
2016/17 and 2017/18 after which the Special Variation would be included in the rates base, and 
the completion of two major projects Rockdale Central Library and the Bexley Pool 
redevelopment.  
 
Over the twelve years of Scenario One, the operational deficit before capital grants and 
contributions reduces from $10.2 million to $2.5 million. The asset renewal ratio improves from 
34.0% to 74.4% moving Council closer to financial sustainability. 
 
Secondly, the creation of the large restricted reserve held for investment in S94 assets will need to 
be transformed into community and infrastructure asset that Council will need to manage, operate 
and maintain, putting additional strain on the operating position. 
 
Scenario Two is based on the current known financial position and incorporates the two major 
capital works projects and the operational efficiency gains transferred to asset renewals, but the 
existing 3% SRV expires on 30 June 2013 and is not replaced. In this scenario the operational 
deficit before capital grants and contributions remains relativity constant at $10.2 million, the 
improvement in Councils financial sustainability is due to the increased spending on asset renewal. 
 
Scenario Three, is based on the current known financial position and incorporates the two major 
projects.  In this scenario Council’s financial sustainability reduces as the quantum of asset 
renewal decrease creating a significant liability for future generations. 

 
Secondly, the creation of the large restricted reserve held for investment in S94 assets will need to 
be transformed into community and infrastructure asset that Council will need to manage, operate 
and maintain, putting additional strain on the operating position. 
 
For Council to achieve financial sustainability, all four financial sustainable principles must be met. 

• Council must achieve a fully funded operating position reflecting that Council collects 
enough revenue to fund operational expenditure, repayment of debt and depreciation, 

• Council must maintain sufficient cash reserves to ensure that it can meet its short term 
working capital requirements, 

• 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 which is 
identified, and by ensuring cash reserves are set asides for those works which are yet to 
be identified. 

 
In all three scenarios developed, Council has met one or two of the financial sustainability 
principles but not all four. To achieve financial sustainability Council must increase operational 
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revenue or reduce operational expenditure or a mixture of both or reduce the value and number of 
assets held and maintained. 

 
So, successful SRV applications will result in a big improvement in Council’s financial 
sustainability, but do not completely solve the problem. Improvements proposed in the Asset 
Management Strategy including detailed conditions assessments and community engagement on 
service levels will further contribute to closing the gap. 

Successful SRV applications, with the other elements of the 3 pronged approach, will allow Council 
to deliver its responsibilities in the Delivery Program, towards achieving the objectives of this 
Community Strategic Plan.  The final version of he Delivery Program will demonstrate the 
reductions in services and asset condition that will need to be made if the application is 
unsuccessful. 
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