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1. Integrated Planning and Reporting Framework 
The Integrated Planning and Reporting Framework consists of a Community Strategic Plan 
(CSP), a four year Delivery Program (DP) and one year Operational Plan (OP) (or budget). 
These are accompanied by a Resourcing Strategy for the provision of resources required to 
implement the strategies established by the CSP (Local Government Act, NSW, 1993, s403). 
The Resourcing Strategy identifies the resources, in terms of money, assets and people, 
Council has available to respond to the CSP over the next 10 years.  The Resourcing Strategy 
consists of three documents, The Long-Term Financial Plan (LTFP), Workforce Management 
Strategy and Asset Management Strategy and Plans. The LTFP serves as an important 
function in Council’s strategic planning process and focuses on matters identified in the CSP 
that are the responsibility of Council.  
 

 
 

To ensure Council has reflected the community aspirations, extensive community 
engagement has been undertaken to develop Council’s CSP, DP and OP. The Council 
adoption timing for these plans is as follows: 
 

I. Community Strategic Plan (CSP) 2022-2042 was adopted by Council at the meeting held 
12 April 2022.  

II. Delivery Program (DP) 2022-26, Operational Plan (OP) 2023-24 and Long-Term Financial 
Plan (LTFP) 2023-33 will be placed on public exhibition on 10 May 2023 for a period of 4 
weeks. 

III. The Asset Management Plan (AMP) and Workforce Management Plan as required as 
part of the Resourcing Strategy 2022-32 were adopted by Council at the meeting held 
on 28 June 2022.  
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2. Purpose 
The purpose of the Long-Term Financial Plan is to provide a guide for future action, it is not to 
provide details of an individual program of works or services. It is a tool to assess the 
community’s aspirations and goals against financial realities and will inform decision making 
during the development, and revision of its DP and OP. The LTFP is an evolving document that is 
reviewed annually, responding to changes to community’s expectations, as more information 
comes to hand and as decisions are made. This plan covers a 10-year time span, from 2023-24 
to 2032-33. 
 
The LTFP includes:  

• Overview 

• Key underlying assumptions  

• Council’s projected financial statements 

• Performance Monitoring 

• Sensitivity analysis  
 

3. Overview 
Council’s overall operations are presented as the consolidated entity; however, its services 
can be separated into three funds for financial purposes. The three funds are the General 
Fund (which includes waste and environment activities), the Sewer Fund and the Water 
Fund. Separate rates are raised to fund general, environmental, waste, sewer and water 
services and each entity has a number of different considerations, for example, general fund 
rates are subject to rate pegging, whilst water and sewer seek a stable pricing path and any 
surplus are restricted in these funds.  
 
Council’s General Fund includes its general, environment and waste functions. Its General 
Rate (residential, business and farmland) is subject to rate pegging, where the NSW 
Independent Pricing and Regulatory Tribunal (IPART) determines the maximum percentage 
amount by which a council may increase its general income for the year. Under the Local 
Government Act 1993, councils are able to seek additional increases in general income 
beyond the annual rate peg, by applying to IPART for a special rate variation (SRV). There is 
no SRV request considered in this plan.  
 
Balancing the community’s needs and expectations for service delivery and mix, while 
maintaining its infrastructure is a key challenge for the general operations of Council. Often 
the costs of maintaining and renewing infrastructure and providing services increases more 
than a council’s income will each year. Council has planned to continue to undertake major 
capital projects including the Mogo Bike Trails, Moruya Co-located Emergency Services 
Precinct, Bateman’s Bay Coastal Headlands Walking Trail and Observation Point upgrade 
and Moruya Housing Infrastructure.  Whilst significant grant funding was received for the 
construction of these assets, Council needs to fund the ongoing maintenance and renewal. 
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The LTFP 2022-32 adopted in June 2022 estimated operating deficits across General Fund 
for the life of the plan and operating deficits for the Consolidated entity for the first five 
years of the plan.  This plan was based on assumptions and modelling during the first 
quarter of 2022 (Jan-March 2022).  Since then, Council has faced significant cost increases in 
delivering services, resourcing issues and inflationary pressures.  
 
As part of this year’s LTFP, assuming our business as usual program, we estimated operating 
deficits between $13-14m annually in General Fund.  Ongoing financial deficits are not 
financially sustainable and mean we are spending more than we are receiving in revenue.  
These deficits are a result of  various catalysts over the past years and include: 
 

- limited income generation by Council’s under current iPart rate pegging 
methodology 

- increased costs and inflationary pressures which means our delivery of services has 
become more expensive 

- resourcing constraints including staff retention, market salary relativity and 
contractor availability 

- significant events including multiple natural disasters, COVID-19 and fire and flood 
events which changed the way businesses interact, impacted procurement chains 
and led to an increased focus on rebuild and resilience 

- large capital works programs alongside vast grant funded works 
- unfavourable budgeted operating performance of the Bay Pavilions and 
- cost shifting by Government  

 
Councils are vulnerable to the impacts of inflation and a volatile economy both domestically 
and internationally.  This year 17 New South Wales Councils applied for a special rate 
variation signalling many Council’s are struggling financially to provide deliverables to their 
community. 
 
The LTFP as exhibited recognises that a business as usual scenario with continued operating 
deficits is unsustainable, and an alternate scenario is proposed.  The alternate scenario 
recognises the financial challenges ahead of Council and the 2023-24 operational plan 
includes preparation of a future finance strategy with the aim to return Council to a 
financially sustainable position by becoming a ‘Finance Led, Delivery Focused’ organisation.  
 
The General Fund is projected to run an operating deficit before capital grants and 
contributions which reduces over the duration of the LTFP. This is based on a service mix 
and level as described in the current Delivery Program and Operational Plan.  Any future 
request for additional services, or increase to the service levels allowed for, will need to be 
fully funded, or funded by a change in services required.  
 
While Council’s General Fund is in an operating deficit before capital, Council’s financial 
reserves are adequate to meet our upcoming obligations. It must be remembered that an 
operating deficit before capital in the General Fund does not consider funds already held in 
reserves, is impacted by the timing of operating grants, and includes depreciation which is a 
significant non-cash expense. 
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In assessing Council’s financial reserves, we need to ensure we manage our money, 
including cash and investments, and the income (including grants) we expect to collect in 
the short term, to then be able to meet our upcoming obligations. This is referred to as 
council liquidity. Council’s liquidity position is measured by the unrestricted current ratio, 
and remains both positive and above benchmark set by the Office of Local Government for 
the duration of the LTFP (see page 22-23).  
 
It is important to consider the level of General Fund unrestricted cash, which is the cash and 
investments held by Council which are not bound by legislation or council resolution to be 
used for a specific purpose. As shown in the Consolidated Cash Flow Statement (page 12), 
Council’s General Fund unrestricted cash is at an adequate level and increasing over the 
duration of the LTFP.  
 
Council’s Water and Sewer operations have the financial flexibility to maintain a sound 
financial position as they have separate charges and user fees to recover the cost of their 
capital base and recurrent operating costs of service provision. Key considerations for these 
operations focus on ensuring a stable pricing path for ratepayers and meeting the 
Regulatory and Assurance Framework for Local Water Utilities issued by Department of 
Planning and Environment. Council’s 30 year Integrated Water Cycle Management Strategy 
has informed the development of the Water and Sewer Fund budgets.  
 
The Water and Sewer Funds are in a satisfactory financial position. There are large capital 
works planned during this LTFP cycle including the Southern Water Storage Facility, 
Southern Water Treatment Plant and the renewal of several existing Sewerage Treatment 
Plants, which impact the forecast period results. The fund balances remain adequate 
throughout the LTFP period. 
 
From a Consolidated Fund perspective, an operating deficit before capital is forecasted over 
the first 7 years, moving into a surplus position in year 8 of the LTFP. Cash balances remain 
positive and adequate throughout.  
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4. Assumptions 
This year’s operational plan (2023-24) represents ‘year zero’. It will see the Council finalise 
an unprecedented program of grant funded and disaster recovery work while maintaining 
consistent service levels for our ratepayers.   The 2023-24 operational plan includes 
preparation of a future finance strategy with the aim to return Council to a financially 
sustainable position. This Finance Strategy to be prepared and adopted during 2023-24 will 
critically analyse where Council can increase revenue, become more efficient and contain 
expenditure whilst delivering a service level enabling implementation of priorities and 
aspirations of the community.  In the current LTFP, the finance strategy targets 
development of additional revenue streams, revision of expenditure and managing cash 
usage.   
 
These targets contained in the current LTFP include managing investment income and 
current property opportunities, seeking new revenue streams, commencing a review of our 
service levels, taking a more deliberate approach to grant funding to support identified 
priority works and services and a review of our internal restrictions and introduction of a 
proposed debt reduction strategy.  A review of the Bay Pavilions, now in its second year of 
operation, will guide a more sustainable financial future for the facility and is due for 
completion in June 2023.  
 
Detailed assumptions in the LTFP include the following: 
 
Service Level - The service mix and level of service is assumed to be maintained over the 
planning period as outlined in the current CSP 2022-2042 adopted on the 12 April 2022. 
Whilst the next CSP period fits within the modelling period it is assumed that the level of 
service will remain consistent. Level of service means that each service assists in achieving 
the CSP outcomes with measures to track and report on progress in achieving each activity 
allocated to that service. 
 
Rates and Annual Charges - the indexation factor applied is based on guidance provided by 
IPART which is based on the Local Government Price Index and informs the rate peg. The 
guidance is a 2.5% increase for future years beyond the 2023-24 rate peg of 4.3% (including 
0.6% growth allowance), which is what has been used in the LTFP. 
 
The General Fund assumes 4.3% (including 0.6% growth) for 2023-24, and 2.5% thereafter 
over the LTFP period. Historically the IPART Rate Peg has been 2.7% in 2019-20, 2.6% in 
2020-21, 2.0% in 2021-22 and 1.7% in 2022-23.   
 
Water annual charges increased by 4.17% and Sewer annual charges by 4.85% and the outer 
years in line with the recently updated Integrated Water Cycle Management Strategy. 
 
User Fees and Other - assumes 2.5% for 2023-24 and outer years 
 
 
 
Investment Revenue - Investment revenue is based on the estimate of the returns expected 
on Council’s investment portfolio mainly being term deposits in accordance with the 
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Minister’s investment order and Council’s Investment Policy. Underlying factors are 
conservative estimated interest rates and cash balances throughout the 10 year plan. 
 
Operating Grants and Contributions - A conservative approach is taken, as only specifically 
known grant funds are included.  
 
Capital Grants and Contributions - A conservative approach is taken, including known or 
reasonably anticipated funding in the 10-year period.  
 
Net Gain on Disposal of Assets - Disposal of plant and investments are assumed to be for nil 
gain as they are assets that meet operational needs and are not of a commercial nature.  
The modelling assumes no write-off of the remaining book value of renewed infrastructure 
assets.  
 
Interest Expense - Borrowings are utilised to finance Council’s infrastructure programs and 
enables the benefits and costs of long-life assets to be shared equitably between current 
and future generations of ratepayers. This is commonly termed ‘intergenerational equity’. 
Borrowings are assumed to attract an interest rate of 6% average interest rate over the 10 
years. It is assumed no new borrowings in general fund for the life of the plan. 
 

Depreciation - Depreciation is estimated based on current infrastructure and the projected 
asset expenditure in the future and is calculated using the straight line basis over the 
estimated useful life of the asset. Modelling assumes like for like replacement of assets 
when they have reached the end of their useful lives.  
 
Employee Costs - Salary and wages costs are estimated based on Council’s approved 
organisational chart and applicable rates of pay. Increase is set at 5% for 2023-24, 3% for 
2024-25 and we have assumed 2.5% indexation for the remaining duration of the plan. 
 
Materials, Contracts and Other Costs – assumes between 2%-2.5% indexation. Some 
maintenance programs are adjusted for growth in the relevant asset class. 
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5. Projected financial statements 
 

Income Statement  

The Income statement, also known as the profit and loss statement, primarily focuses on 

Council’s revenues and expenses. 

Balance Sheet 

The balance sheet, also known as the statement of financial position, reports Council’s 

assets, liabilities and equity. It provides a snapshot of what Council owns and owes as at the 

date of the report 

Cash Flow Statement 

The cash flow statement, also known as statement of cash flows, show the source of cash 

and helps monitor incoming and outgoing money. 

 

The following pages show each of the projected for financial statements for the 

consolidated Council entity and each of the funds – General (including Waste and 

Environment), Water and Sewer. 

 

 

  



 

*current year based on December Quarterly budget review statement to be revised following adoption of March Quarterly Budget Review 
10 
 

Income statement – Consolidated 

 

 

 

 



 

*current year based on December Quarterly budget review statement to be revised following adoption of March Quarterly Budget Review 
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Balance sheet – consolidated 

 



 

*current year based on December Quarterly budget review statement to be revised following adoption of March Quarterly Budget Review 
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Cash flow statement - Consolidated 

 



 

*current year based on December Quarterly budget review statement to be revised following adoption of March Quarterly Budget Review 
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Income statement – General Fund (inc Waste and Environment) 

 

 

 

 

 

 



 

*current year based on December Quarterly budget review statement to be revised following adoption of March Quarterly Budget Review 
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Balance sheet – General Fund (inc Waste and Environment) 

 



 

*current year based on December Quarterly budget review statement to be revised following adoption of March Quarterly Budget Review 
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Cash flow statement – General Fund (inc Waste and Environment) 

 



 

*current year based on December Quarterly budget review statement to be revised following adoption of March Quarterly Budget Review 
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Income statement – Water fund 

 

 

  



 

*current year based on December Quarterly budget review statement to be revised following adoption of March Quarterly Budget Review 
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Balance sheet – Water fund 

 



 

*current year based on December Quarterly budget review statement to be revised following adoption of March Quarterly Budget Review 
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Cash flow statement – Water fund 

 



 

*current year based on December Quarterly budget review statement to be revised following adoption of March Quarterly Budget Review 
19 

 

Income statement – Sewer fund 

 

  



 

*current year based on December Quarterly budget review statement to be revised following adoption of March Quarterly Budget Review 
20 

Balance sheet – Sewer fund 

 



 

*current year based on December Quarterly budget review statement to be revised following adoption of March Quarterly Budget Review 
21 

 

Cash flow statement – Sewer fund 
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6. Performance monitoring 
Performance will be monitored in accordance with the requirements of the Local 
Government Code of Accounting Practice and Financial Reporting Guideline Note 13 – 
Statement of Performance Measure, as prescribed by the Office of Local Government. These 
metrics apply to Council’s Consolidated (General, Waste, Water and Sewer Funds) Entity. 
Metrics include: 

Operating Performance Ratio 

 
Total continuing operating revenue excluding capital grants and contributions less operating expenses 

Total continuing operating revenue excluding capital grants and contributions 

o Indicates Council’s achievement of containing operating expenditure within 
operating revenue and indicates Councils capacity to meet ongoing operating 
expenditure requirements.  

o Benchmark: greater than or equal to 0 (zero) 

 

 
 

Unrestricted Current Ratio 

 
Current assets less all external restrictions 

Current liabilities less specific purpose liabilities 

o Provides an indication of Council’s ability to meet its short-term financial 
commitments 

o Benchmark: greater than or equal to 1.5x 
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Debt Service Cover Ratio 

 
Operating result before capital excluding interest and depreciation/impairment/amortisation 

Principal repayments plus borrowing costs 

o Indicates the available cash to service Council’s debts, including interest, 
principal and lease repayments. 

o Benchmark: greater than or equal to 2x 

 
 

Cash Expense Cover Ratio 
 

Current years cash and cash equivalents plus term deposits 

Payments from cash flow of operating and financing activities 

o Indicates the number of months Council can continue paying for its 
immediate expenses without additional cash inflow. 

o Benchmark: greater than or equal to 3 months 
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7. Scenario and Sensitivity analysis 
 

A scenario analysis predicts the financial impact of a deliberate policy decision made by Council.  

Council operates three separate funds, General (including waste and environmental activities), 

Water and Sewer. The following scenarios relate to General Fund (excluding waste and 

environmental) operations only, the other funds are assumed to remain the same in both scenarios. 

 

Scenario 1 –Financial Sustainability (Scenario modelled in the financial 
statements)  

 

This scenario requires the implementation of some of the objectives in Council’s finance strategy 

including; 

• Taking advantage of opportunities for additional revenue streams  

• Pursuing commercial opportunities 

• Revision of Investment Strategy to maximum investment income 

• Operating improvement of business units including Batemans Bay Beach Resort and Bay 

Pavilions 

• Align grants strategy with focus on renewals and alignment to strategic community 

objectives 

• Revised maintenance spends on road network 

• Services reviews and zero-based budgeting  

The outcomes from this scenario are modelled in the financial statements presented earlier in this 

document.  

Scenario 2 – Business as Usual  
 

The business as usual scenario outlines what would happen if Council did nothing apart from 

implement the following; 

• Extinguishing loan funding for plant and fleet 

• Improved utilisation of existing grant funding 

The outcomes from this scenario would be; 

• $13-14m operating deficit each year for the next 10 years and into the future 

• General Fund unrestricted cash anticipated to be exhausted by 2024-25 

• Insufficient funding to maintain existing service levels, asset renewals and delivery of 

priorities and aspirations of the community  

This scenario would result in Council become in solvent and is not financially sustainable, and as such 

not recommended.  
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The graph below represents the movement over the life of the plan of the General fund operating 

result. The green line showing the movement away from the business as usual scenario towards a 

more sustainable operating result as outlined in the LTFP (Scenario 1: Financial Sustainability) 

 

 

 

A sensitivity analysis predicts the financial impact of movements in external factors outside of 

Council’s control.  

Sensitivity – Interest Rate Movements 

 

Prior to May 2022 the Reserve Bank of Australia (RBA) interest rates have sat at a record low of 

0.1%, following increased inflation the RBA have increased rates each successive month to 3.6%. 

Future projections in this plan have assumed that rates will level out after 2025 financial year.  

Interest rates can be volatile and are outside of Council’s control. Movements in interest rates 

impact both Council’s revenue (interest income) and expenses (borrowing costs) 

Council’s cash reserves are invested mostly in low risk term deposits, following the adopted 

Investment Policy. An increase to interest rates will increase Council’s investment income with 

almost immediate impact because the portfolio consists of multiple short-term deposits which 

mature and are re-invested on an ongoing rolling basis.  

Council’s loans are fixed interest, which means only new loans will be impacted by an increase to 

interest rates. Higher interest rates mean a higher expense for the new loans. 

The sensitivity analysis used for this LTFP models the impacts of a 25% increase to interest rates 

above the base assumptions, and a 50% increase above the base assumptions. The effect of these 

increases is shown. 
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Sensitivity – Wages growth 
 

Wages indexation is subject to the NSW Local Government Award.  Negotiations for the next Local 

Government (State) Award 2023 have commenced and the new award is expected to be finalised 

shortly  for the new rates to apply from 1 July 2023.  The award covers three years of remuneration 

rates.  

This plan has assumed a 5% increase in 2024, a 3% increase in 2025 and 2.5% in 2026 which is a 

10.5% cumulative increase over the period of the award. The remaining years assume 2.5% award 

rate increases.   

The following tables outline the effect on the operating result if the award increases post 2025 are 

5% each year (3 year cumulative 13%) or 10% each year (3 year cumulative 18%) as opposed to 2.5% 

each year. 

 


