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1. Executive Summary 

1.1 Introduction 

 
Strathbogie Shire is a vibrant and progressive rural municipality located approximately two 
hours from the Melbourne CBD along the Hume Highway.  We have diverse and picturesque 
communities served by townships such as Euroa, Nagambie, Violet Town, Avenel, 
Longwood, Ruffy and Strathbogie with a population of approximately 9,800. 
 
Strathbogie Shire has a rural economic base of wool, grain and cattle production, extensive 
vineyards and a range of intensive cool climate horticultural enterprises.  The region is also 
known as Victoria’s Thoroughbred Homeland due to its ever expanding horse industry.  
Thoroughbred breeding studs are the cornerstone of this important industry, with prestigious 
Melbourne Cup winners bred and trained in the Shire. 
 

1.2 Independent Verification 

 
To ensure rigour has been brought to account in establishing a long term financial plan, 
Council has relied on the use of a long term financial planning tool provided by CT 
Management to undertake the financial modelling required over the longer term.  The CT 
Management tool is used by numerous Councils within Victoria and brings external expertise 
in long term financial planning to Council’s plan. 
 
As an additional assurance on Council’s long term financial planning, CT Management have 
also independently reviewed Council’s use of their model to ensure the model has been used 
appropriately and the predicted future financial results are rigorous and can be relied upon to 
predict future trends. 
 
In undertaking the asset modelling required to effectively financially plan over the longer 
term, Council has utilised long term modelling software provided by Moloney Asset 
Management Systems.  This software is utilised by a majority of Councils across Victoria. 
 

1.3 Long Term Financial Plan - Purpose 

 
The purpose of the Long Term Financial Plan (the plan) is to set out Council’s objectives and 
recommendations for ensuring that Council’s finances remain sustainable in the long term.   
 
Ultimately, Council’s finances are sustainable in the long term only if they are strong enough 
to allow the Council to manage likely developments and unexpected financial shocks over 
the long term financial planning period without having to introduce substantial or disruptive 
revenue (or expenditure) adjustments during that period. 
 
The functions undertaken by local government in Australia have evolved with a generally 
expanded scope.  Council services now generally include a range of social and human 
services in addition to the physical infrastructure of roads and waste as community 
expectations have grown and diversified over time.   
 
More equitable funding arrangements with other spheres of government are warranted, but 
may go only part way to putting Council finances onto a sustainable basis.  This is more 
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likely to occur after Council has made a substantial start towards securing its own long term 
financial future. 
 
The plan expresses in financial terms the activities that Council proposes to undertake over 
the short, medium and long term and will guide the future strategies and actions of Council to 
ensure that it continues to operate in a sustainable manner. 
 
In order for a situation to be sustainable both present and future needs are required to be 
satisfied.  Extending this definition to financial sustainability requires the Council to manage 
its resources so that its financial commitments can easily be met both now and in the future.  
It ensures equality between generations of ratepayers in that each generation is responsible 
for the costs of the resources that they consume. 

1.4 Long Term Financial Plan – Strathbogie Shire 

 
The Long Term Financial Plan has recently undertaken a significant review due to changing 
economic times combined with increased financial support from the State Government.  The 
State Government will contribute $1 million a year over the next four years towards the Shire 
roads and bridges which will assist in bridging the infrastructure gap.  There is also $1.877 
million (spread over four years) towards community infrastructure which also assists the 
Shire in the maintenance of the assets used by the community.  This increase in State 
Government funding has real benefit to the small rural Shires. 
 
In addition to the additional funding from the State Government, Council officers have spent 
considerable time modelling renewal of assets.  One of the key industry indicators for asset 
management is to achieve a percentage of 3% or less for the assets outside of intervention 
(the most effective point to renew an asset) level.  This modelling has demonstrated that 
Council can reduce the proposed rate increases from those predicted in the Rating Strategy 
and still maintain an acceptable percentage of assets outside of intervention.  The graph 
shown below indicates that this percentage is less than 2.5% over the next ten years and 
reduces to less than 0.5% at the 10 year mark. 
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The 2011 Long Term Financial Plan will see a substantial reduction in the rate raises the 
Council has to pass onto its community over the next two years. The Council will still, 
however, need to review its Differential Rating structure (included in the review of the Rating 
Strategy as part of the 2012/13 Budget) to ensure that equitable and sustainable rates are 
charged against property owners. This may include a variety of differentials to spread the 
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rating burden across all sectors of the Shire, whilst reducing the impact on residents. It is a 
matter of course that these changes will be put to public scrutiny under the Section 223 of 
the Local Government Act 1989 process. 
 
Rate revenue increases proposed in the plan are: 
 
 
2012 / 13 2013 / 14 2014 / 15 2015 / 16 2016 / 21 
7.00% 7.00% 7.00% 6.00% 6.00% 
 
Fees and charges are predicted to rise by CPI.  This means that the garbage charge (with a 
4% predicted increase), when combined with the increase in rates, will see the average 
percentage increase in our community’s rate bills for 2012/13 be less than 7%. 
 
It is pleasing to report that even with the reduction in the rate increases proposed in the plan 
and based on today’s facts and economic data the Council has budgeted for an operating 
surplus in the current financial year and expects under the plan to continue to achieve an 
operating surplus over the course of the plan. The proposed capital renewal funding allowed 
for in the plan will exceed annual demand requirements from 2017 onwards.  It is also 
pleasing to report that from 2017 Council will be reducing the cumulative total renewal gap 
and this gap will disappear completely during 2021 based on current asset and financial 
modelling. 
 
External confirmation of Council’s financial sustainability is provided by the Victorian Auditor-
General each year.  The Auditor-General is an independent body appointed by the State 
Government to undertake the financial audits of Victorian Local Government Authorities.  As 
part of their report to Parliament each year on these audits, the Auditor General undertakes a 
financial sustainability risk assessment of all Victorian Local Governments. 
 
This assessment uses independently audited financial statements and assessment criteria 
determined by the Auditor General.   
 
The Auditor General provided a financial sustainability low risk assessment for Strathbogie 
Shire in 2010 and Council’s expectation is that this assessment will continue in 2011 when 
the report is presented to Parliament. 
 
The 2011 Long Term Financial Plan indicates that Council can reduce the expected future 
rate increase impact on its community whilst maintaining a financially sustainable outlook 
over the planning period. 
 
With asset renewal now tracking as required over the 10 years, future plans will concentrate 
on improving Council’s short term liquidity and cash positions.  These two key areas are 
currently positioned at the lower end of an acceptable range and improvement over the next 
few years will result in Council being in a more robust financial position. Further analysis of 
these indicators is included at section 2.2 of the plan. 
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1.5 Key Assumptions and Qualifications 

 
The preparation of any long term financial planning involves a range of underlying 
assumptions and qualifications.  The reader of the plan should consider the following: 
 

• All operating statement figures are indexed on a yearly basis. The exceptions to this 
are: 

o Debt interest and redemption – calculated using current loan repayment 
schedules 

• An allowance has been made for a 1.5% increase in rates revenue per annum due to 
new properties.  This additional revenue is indexed per annum. 

• An allowance of approximately $500,000 for the written down value of infrastructure 
replaced has been included and is thereafter indexed. 

• The basis for capital renewal has been modelled from the Moloney Asset 
Management System and is based on current asset condition information.  Council 
regularly updates this information and any change in condition information will result 
in a need to review the plan. 

• Developer income contributions have not been factored into the calculations. 
• The CT Management Long Term Financial Planning model has been used and relied 

upon to generate long term financial modelling. 
• The long term financial plan is based on current day circumstances and does not 

include possible transactions such as future changes in interest rates, calls from 
Council’s superannuation scheme, etc. 

• The long term financial plan will require review on a regular basis as circumstances 
change due to economic circumstances or as asset condition assessment data is 
received. 

• A very conservative position has been taken with regard to capital expense grants 
from other levels of government.   

• The Plan is based on present day asset service levels and responsibilities. Changes 
in these levels or responsibilities will require the plan to be reviewed. 

• Grant revenue is predicted to rise by 3%. 
• Expenses have been inflated with a variety of indices ranging up to 5%. 
• Fees and charges income has been inflated with an index of 3%. 
• Waste management charges have been inflated with an index of 4%. 
• Interest on investment income assumes no material change to interest rates. 
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1.6 Strategic Planning Framework 

 
The Strategic Resource Plan, included in the Council Plan and updated annually in 
conjunction with the preparation of the budget, summarises the financial and non-financial 
impacts of the objectives and strategies and determines the sustainability of these objectives 
and strategies.   
 
The purpose of the SRP is to:  
 

• Establish a financial framework over the next 4 years to ensure Council’s strategic 
objectives, as expressed in its Council Plan, are achieved;  

• Provide an assessment of the resources (financial and non-financial) required to 
accomplish the objectives and strategies included in the Council Plan (non-financial 
resources are assumed to include human resources and Council’s asset base, which 
are all referred to in various parts of the SRP);  

• Establish a basis to measure Council’s adherence to its policies and strategies; and  
• Assist Council to comply with sound financial management principles, in accordance 

with the Local Government Act (1989) and to plan for the long-term financial 
sustainability of the municipality.  
 

While compliance with the legislation can be achieved with the development of long-term 
(four-year) financial statements, the 10-year approach adopted by Council is more 
comprehensive.  
 
A 10-year time frame more fully supports strategic asset management as many of Council’s 
assets have long lives. 
 
 

 
 
 
 
 



2011 Long Term Financial Plan  

  Page 9 of 29 

1.7 Long Term Financial Plan - Objectives 

 
The objective of a long term financial plan is to assist a Council set its future financial 
direction. Longer-term planning is essential to assess revenue raising needs and capacity, to 
vary service levels and undertake major capital works while ensuring that a Council remains 
financially sustainable in the long-term.  
 
Strathbogie Shire Council’s long term financial plan is intended to achieve the following 
objectives in the 10-year time frame:  
 

• Provide a financial strategic direction for the Council 
• Maintain the existing range and level of service provision and develop the capacity to 

grow and add new services;  
• Develop a strong cash position, ensuring Council remains financially sustainable in 

the long-term;  
• Achieve operating statement surpluses with the exclusion of all non-operational items 

such as granted assets and capital income;  
• Maintain debt levels below prudential guidelines;  
• Continue to pursue recurrent grant funding and strategic capital funds from the state 

and federal government; and  
• Ensure critical renewal is funded annually over the timeframe of the plan.  

 
The plan includes a number of key strategic areas and these are demonstrated in the 
diagram below. 
 
 
 

   
 
 
 



2011 Long Term Financial Plan  

  Page 10 of 29 

What is financial sustainability?  The following diagram explains the goals that Council is 
striving to achieve to ensure the long term sustainability of the shire.  Whilst it is difficult for 
any small rural Council to reach all the long term sustainability goals, Council continues to 
improve its sustainability each year and this plan aims to address most of the long term 
sustainability goals over the next 10 years.  
 
 

 
 
 

1.8 Key Strategic Financial Direction 

 
The long term financial plan includes a number of key strategies which provide direction in 
the preparation of future budgets.  Underpinning the long term financial plan is the review of 
strategy in the following areas: 
 

� Borrowings; 
� Asset management; 
� Capital investment; 
� Reserve funding; 
� Service levels; 
� Revenue raising; and 
� Rating  

 
The major challenges Council, as a small rural council, face over the next 10 years include: 
 

� Renewing existing assets; 
� Continuing to meet community expectations for service levels; and 
� Maintaining a prudent and sound financial position 
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The strategic financial direction provided by the plan is: 
 

� Building community wealth through the achievement of operating surpluses and the 
growth of cash holdings; 

� Maintaining stable and predictable rate increases; 
� Identifying appropriate levels of debt; 
� The management of current and future liabilities; 
� Maintaining a responsible and sustainable asset management program; 
� Ensuring the continuation and effective delivery of essential community services; and 
� Providing a framework to deliver responsible financial budgets. 
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2.    Financial Sustainability – Strathbogie Shire Council 

2.1 Introduction 

 
Councils with sustainability issues may develop infrastructure backlogs due to service 
expansions, moderate operating cost growth, minimal revenue growth giving rise to 
persistent underlying operating deficits and constraints on renewal expenditure. 
  
The use of financial indicators that assess the comparative financial position of each Council 
in Victoria provides a valuable source of information in establishing financial sustainability.  
 
To be effective, it is essential those indicators:  
 

• measure those factors which define financial sustainability;  

• be relatively few in number; and  

• be based on information that is readily available and reliable.  
 
It is important to put indicator results in context and to understand that they only give an 
indication of where to start looking for the reasons behind differences. Although the 
indicators provide a robust ready assessment of financial performance and sustainability, 
they need to be interpreted in the context of a Council’s operating environment.  
 
It is particularly important to consider trend data, both historic and that projected from a 
Council’s long-term financial plan in decision-making and in reviewing financial performance.  
 
This section includes:  
 

• Analysis of Council’s financial sustainability from the perspective of the Victorian 
Auditor General (VAGO); and 

• Analysis of Council’s long term financial plan KPI’s. 

 

2.2 Victorian Auditor-General’s Office Indicators 

 

The Victoria Auditor General’s Office (VAGO) in late 2007 prepared a report on Local 
Government which outlines for the first time a detailed analysis on the financial sustainability 
of Councils and Regional Library corporations. 
 
The report indicates that to be financially sustainable, Councils should have the capacity to 
meet current and future expenditure as it falls due. They should also be able to absorb 
foreseeable changes and risks materialising, without significantly changing their revenue and 
expenditure policies. 
 
Insight into the financial sustainability of councils is obtained from analysis of financial 
sustainability indicators over a five-year period. The six indicators applied to councils are 
underlying result, liquidity, indebtedness, self-financing, capital replacement and renewal 
gap. 
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Financial sustainability should be viewed from both a short- and long-term perspective. The 
shorter-term indicators involve the council’s ability to maintain a positive operating cash flow 
and adequate cash holdings, and to generate an operating surplus over time. These are the 
underlying result and liquidity indicators. 
 
The longer-term indicators signify whether there is adequate funding available to cover long-
term debt and for spending on asset replacement to enable the council to maintain the 
quality of service delivery, meet community expectations and the demand for services. The 
long-term indicators are indebtedness, self-financing, capital replacement and renewal gap. 
 
The results published in the February 2011 Victorian Auditor-General’s Report – Acquittal 
Report Annex B: Local Government indicated the following results for Strathbogie Shire. 
 

Indicator VAGO Target 2009/10 Results 
Underlying Result > 0 1.32 
Liquidity > 1.5 1.54 
Indebtedness < 40 28.59 
Self Financing > 20 25.11 
Capital Replacement > 1 1.21 
Renewal Gap > 1 0.59 
 
The overall sustainability assessment provided by the Victorian Auditor-General is at low risk 
of financial sustainability issues. 
 
It is expected that the 2010/11 results will show further improvement in these indictors. 
 
Strategic Actions 

That Strathbogie Shire Council: 

1. Benchmark with other Victorian Councils and those within the small shire council 
category; and 

2. Maintains a liquidity ratio greater than 1.5 over the life of the Long Term Financial 
Plan. 
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2.2 Long Term Financial Plan Indicators 

2.2.1 Cash Balance 

 
 
Council continues to monitor its cash position closely. While the trend remains positive for 
the duration of the Long Term Financial Plan, Council recognises the importance of 
continuing to focus on efficiencies designed to support improving Council’s cash position. 
However in the short to medium term Council will continue to invest all available cash 
reserves into Council’s infrastructure renewal program.  

2.2.2 Operating Surplus (Deficit) 

 
 
The Long Term Financial Plan focuses on achieving operating surpluses each year for the 
duration of the plan. The above graphical presentation demonstrates this achievement. 
 
 More important however is Council’s commitment to achieve and subsequently maintain an 
underlying operating surplus. The underlying operating surplus excludes items such as 
Capital Grants and non cash Contributions, and is an important measure of Council’s long 
term sustainability. 
 
The consistent improvement in Council’s underlying operating surplus ensures operating 
revenues are sufficient to fully support Council’s operating expenditure, ensuring ongoing 
service delivery to the Community. 
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2.2.3 Renewal Investment 

 
 
One of Council’s most important obligations is to maintain Community infrastructure. The 
Long Term Financial Plan provides the necessary investment to meet infrastructure renewal 
demand by 2017. Beyond this date surplus available renewal investment can be directed 
toward addressing the infrastructure renewal backlog. The current infrastructure renewal 
modelling in conjunction with Council’s Long Term Financial Plan, addresses fully the 
accumulated renewal gap by 2022. 
 
Additionally as part of Council’s commitment to maintaining Community infrastructure, the 
current budget provides resources for a full infrastructure condition assessment, the results 
of which can be applied to updated asset management planning and refined Long Term 
Financial Plans. 
 

2.2.4 Borrowings 

 
 
In appropriate circumstances debt is an acceptable strategy to deliver multi generational 
assets and services to the Community. Fortunately current Council planning requires 
minimum new borrowings and a clear commitment to debt reduction. The Long Term 
Financial Plan provides for continued interest and principal repayments achieving full 
repayment of all interest bearing loan liabilities by June 2022.  
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2.2.5 Financial Position Ratios 

 
 
The working capital ratio is an important indicator measuring Council’s capacity to satisfy its 
short term operating obligations. The current Long Term Financial Plan demonstrates 
consistent growth in this measure but identifies the need to monitor closely current cash 
reserves, and the necessity to embrace opportunities when they become available to 
improve Council’s long term cash position. 
 
The working capital ratio includes almost all employee benefit liabilities including Long 
Service Leave provisions. While this is in accordance with International Accounting Standard 
conventions, it is acknowledged Long Service Leave entitlements are paid gradually over 
longer periods of time, reducing the short term need to access Long Service Leave cash 
reserves.  In accordance with the Local Government Act Council maintains a separate term 
deposit investment specifically for Long Service Leave entitlements. 
 

2.2.6 Capital Works Statement 

 
 
The Long Term Financial Plan provides for significant investment in Capital Works. In the 
short to medium term Council must focus on satisfying infrastructure renewal demand and 
this is achieved over the life of this plan. Importantly from the year 2022, the plan allows for 
greater consideration and delivery to the Community of both upgraded and new Community 
Assets, as by this date Council will have satisfied all accumulated infrastructure renewal 
shortfall.  
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3.    Long Term Borrowing Strategies 

3.1 Introduction 

 
Borrowings do not replace the need to generate additional income.  When borrowings are 
taken on it results in two major implications for Council’s long term financial sustainability.  
These are: 
 

� Interest expenses will be incurred which will have an unfavourable impact on the 
annual operating result; and 

� A liability is incurred which will require repayment. 
 
Well managed Councils operating in a financially sustainable way are also likely to need 
access to debt at times.  An operating surplus does not mean that the amount or timing of 
cash receipts will be sufficient to meet all outlays when they need to be made.  This is 
particularly relevant to larger projects.   
 
However, additional debt should not be used to allow Council to acquire things it otherwise 
could not afford.  Generally, there is no specific amount of debt that is right for Council and a 
Council with high debt levels may be more or less financially sustainable than one with low 
levels of debt.  Other factors in the internal and external environment need to be identified 
and quantified before a suitable level of debt can be decided upon. 
 
Section 2.2.4 of the plan indicates Council’s interest-bearing liabilities, i.e. the 2011 forecast 
and future projections. 
 
One of the major environment factors with regard to debt is the level of aversion to debt by 
both Council and the community.  There exists a fallacy in some sectors that to be financially 
sound, debt must be minimised.  
  
”… some local governments generally have an aversion to using debt as a means of 
financing infrastructure, even where it has a sound income stream, due to the lack of 
knowledge and understanding regarding commercially acceptable levels and applications of 
debt.  This is largely a result of the policy approach of both Australian and State 
Governments to minimise debt, which has often come at the expense of large infrastructure 
upgrades.  However, changes to council borrowing are also curbed by statutory restrictions 
on the borrowing limits and ability to use assets as security.”1 
 
Well managed Councils operating in a financially sustainable manner (i.e. its operating 
revenue is sufficient to meet the cost of providing services) is likely to need access to debt at 
times.2 
 
 

                                                
1 Price Waterhouse Coopers National Financial Sustainability Study of Local Government – Commissioned by the Australian 
Local Government Association 
2 SA Financial Sustainability Program – Information Paper 10 February 2007 
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3.2 Borrowing Strategy 

 
Strathbogie Shire Council’s financial ratios are well within the Victorian Government’s 
Prudential Guidelines.  All borrowings by individual Councils are assessed under a 
borrowings assessment policy adopted by the Local Government Division. 
 
Council’s debt levels are low enough to provide opportunity to use debt as a means of 
financing new capital including where the life of the asset exceeds a generation. 
 
Strathbogie Shire Council is well within the Victorian Government’s Prudential Guidelines as 
at 30 June 2010 and will remain within these guidelines in 2010/11. 
 
In establishing an appropriate level of debt, Council has regard for the following: 
 

• Level of debt servicing as a proportion of rate revenue; 
• Ability to raise revenue in addition to rates; 
• Level of realisable assets to support the indebtedness; 
• Community needs; and 
• Growth within the municipality; 

 
 
Strategic Actions 

That Strathbogie Shire Council, based on compliance with the State Government Prudential 
Guidelines, borrows funds for capital expansion projects that provide intergenerational 
equity. 
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4.    Reserves 

4.1 Introduction 

 

Reserves are either ‘statutory’ or ‘discretionary’ in nature.  Statutory reserves relate to 
Council held cash and investments that must be expended on a specific purpose as directed 
by legislation or other funding body and include car parking and open space reserves.  
Discretionary reserves relate to those equity funds (which are cash backed) that can be used 
at Council’s discretion, even though they may be earmarked for a specific purpose.   

There is a current danger with holding reserve balances and not having adequate policy 
framework for the use of the reserves.  This is because the funds could be inappropriately 
spent or used to overcome annual budget shortfalls and hide an underlying financial 
deficiency. 

Potential impacts on reserves are Council’s ability to collect maximum developer 
contributions due to the complexity of the work required and administration of funds which 
meets legislative requirements. 

Interest earnings on cash reserves are usually set below that of interest payments on debt.  
In holding significant cash reserves and not using the funds to reduce debt, Council is paying 
a premium on its funds. 

 

4.2 Reserves held by Council 

 

Council’s statutory reserve at 30 June 2010 is shown below: 

Open space reserve $52,450 
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5.    Revenue Strategies 

5.1 Rate Revenue 

 

Rate revenue presently comprises approximately 53% of Council’s total income and is the 
major single source of income where Council has control.  While rate income is of significant 
importance to Council’s long term sustainability, sight of more strategic expenditure decisions 
which lower the cost of providing core services should never be lost. 

Restricting the increase in per property rates to around the CPI would be insufficient to fund 
underlying cost increases on a no-policy-change basis.3 

The major external influence on rate revenue is the community’s reaction to rate increases 
and the resultant influence that has on Councillors.  The community normally reacts 
negatively to any increase in rates above CPI.  However, the MAV has indicated that 
Councils that only increase their rate revenue by CPI are going backwards financially.  This 
is supported by Price Waterhouse Coopers when they noted: 

 

 “The following factors were found to contribute to the financial position of 
‘unsustainable’ councils: ……. 

• ratepayer pressure for rates increases below those necessary to fund 
increasing service levels 

 

A sizable proportion of Councils have scope to increase their rating effort.  Some 
commentators have observed that ‘unofficial rate pegging’ occurs across a number of 
councils where electoral demands mean that rises greater than CPI can be unusual and 
need strong justification.  Hence, efforts to substantially increase rate revenue are likely to be 
significantly constrained by community expectations.  Overall, there is significant merit in 
councils regularly benchmarking their degree of rate effort utilising the MAV approach of 
testing whether their rate levels relative to local income and rates elsewhere are high or low.4  

Sectors of the community may view rate revenue as a user pays system where individual 
services are expected in return for rate payments.  This view does not recognise rate 
revenue is a property or wealth tax in the same way as land tax or other types of taxes such 
as income tax which are contributed to the various levels of government which then use the 
funds to meet the overall community needs.  Local governments have contributed to this 
perception by marketing measures such as demonstrating where rates are being spent 
rather than focusing on the overall community needs. 

A potential threat to Council’s ability to raise sufficient rate revenue is the power of the State 
Government to impose rate capping or some other form of rate minimisation.  Whilst 
currently not being used by the State Government, the potential always exists and it is 
incumbent on Councils to demonstrate their commitment to efficiency in service provision 
and infrastructure maintenance and is not raising rates to cover inefficiencies. 

                                                
3 Rising to The Challenge – Towards Financially Sustainable Local Government in South Australia – Financial Sustainability 
Review Board August 2005 
4 Price Waterhouse Coopers National Financial Sustainability Study of Local Government – Commissioned by the Australian 
Local Government Association – page 128 
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Council has in place a comprehensive rating strategy which provides the community with 
clarity on how and why Council has set rating levels.   

A key decision of Council during the term of the Long Term Financial Plan is to determine the 
level of rate increase that will address funding needs to cover service provision, the capital 
works program and Council’s ongoing financial sustainability. 
 
One of the key determinates in setting rating levels over the term of the plan is ensuring that 
Council’s asset renewal program meets community expectations.  One of the major 
benchmarks in this is to ensure that no more than 3% of the whole asset system is outside 
an acceptable condition at any one point in time (recognised industry indictor).  This is 
explained more fully at Section 6 of this plan. 
 
The Long Term Financial Plan estimates rate revenue increases of 7% in 2012/13 reducing 
to 6% as follows: 
 
2012 / 13 2013 / 14 2014 / 15 2015 / 16 2016 / 21 
7.00% 7.00% 7.00% 6.00% 6.00% 
 

5.2 Other Revenue 

 

5.2.1 Waste Service Charges 

 
Council levies waste service charges under section 162 of the Local Government Act (1989). 
The Long Term Financial Plan assumes cost recovery of all costs associated with waste 
management including the establishment and operation costs of transfer stations, the 
remediation and operating costs of landfill sites, and all other all other costs associated with 
waste disposal and recycling activities. 
 
Council is currently in discussion with the EPA ensuring all EPA guidelines are satisfied in 
relation the closure and remediation of the Violet Town Landfill site. The Long Term Financial 
Plan assumes an indexation of 4% which will be adjusted if necessary once EPA obligations 
are confirmed. No material movement is anticipated. 
 

5.2.2 Grant Revenue 

 

Grant Revenue incorporates a broad source of Government funding including funding from 
the Victorian Grants Commission, Roads to Recovery, Department of Human Services, 
Regional Development Victoria, Department of Planning and Community Development and 
many other supportive Government Agencies.  
 
The Long Term Financial Plan assumes Grant Revenue trending downward in relation to 
total revenue assumptions within the plan. However it is important to recognise all small and 
regional Councils continue to rely on State and Federal funding support to ensure their long 
term sustainability. The indexation factor applied within the plan is 3%. 
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5.2.3 Fees & Charges Revenue 

 

Fees and charges are an important source of revenue to Council and include Statutory 
Charges such as planning and building fees, and health and animal registrations. As with 
grant revenue, fees and charges as a percentage of total revenue are trending downwards.  
 
Council recognises this is an area requiring constant review as it balances the real cost of 
providing the service against the capacity of the Community to pay. The indexation factor 
applied within the plan is up to 4%. 
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6.    Asset Management 

6.1 Introduction 

 
Assets deliver important services to local communities.  
 
Asset management is a more critical responsibility for Councils than for other spheres of 
government and sound asset management is the key to the financial sustainability of every 
Council.5 
 
As detailed by Price Waterhouse Coopers: 
 

“One of the major financial problems facing councils throughout Australia is the 
infrastructure renewals backlog.  The renewals backlog is often driven by the 
difference in growth rates between operating expenditure and operating income.  
Between 1999 and 2005, operating revenue grew by a total of 4.2%, which was 
outstripped by a 7.6% increase in expenditure, resulting in a deferral in capital 
expenditure and a growing infrastructure backlog.” 6 
 

Linking asset management to Council’s strategic financial direction is fundamental to 
achieving the goal of long-term financial sustainability. 

6.2 Asset Condition Assessment 

 
Monitoring asset condition and performance relates to the ability of the asset to meet 
targeted levels of service. Asset condition reflects the physical state of the asset and the 
functional level of service it is capable of providing. Monitoring asset condition and 
performance throughout the asset life cycle is important in order to identify underperforming 
assets or those which are about to fail – that is, assets at the critical renewal level where if 
reinvestment is not funded the cost of future renewal will exponentially increase along with 
the risk of the asset being below accepted safety standards .  
 
The Asset Management System not only records asset condition and asset 
defects/inspection details; it is also capable of providing financial management and year-end 
accounting and valuation data.  
 
The Asset renewal model which Council uses to effectively plan future capital works 
programs, looks at all Council’s physical assets (such as roads, bridges, buildings, 
playgrounds, etc) and models when these assets are to be renewed or restored to their 
original condition or capacity.    In plain English, Council is planning to replace all its assets 
at an optimal time, when the asset’s condition has enough condition left in it to be restored or 
replaced. This point is called the “intervention level”, and this level varies for all assets. 
 
Our current predictive modelling has shown that with the 7% rate rise in each of the next 3 
financial years, and with the all the other forms of income, Council can start to make a 
reduction in the cumulative total renewal gap in 2017/18, and by 2021/22, there will be no 
renewal gap at all.  

                                                
5 SA Financial Sustainability Program – Information Paper 6 August 2006 
6  Price Waterhouse Coopers National Financial Sustainability Study of Local Government – Commissioned by the Australian 
Local Government Association 
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Graph 1 below shows the peak requirement of Renewal Gap in 2016/17 and then reducing 
from 2017/18 down to no gap at 2021/22. 
 

(The Predicted Renewal Expend. To Maintain Asset Cond. -  Less the Propsed Renewal Exp)
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This Council does have the ability to fund infrastructure replacement whilst also maintaining 
its current service levels. 
 
Council has fully participated in the MAV STEP program for Asset Management.   One of the 
key industry indicators for Asset Management is to achieve a percentage of 3% or less for 
the percentage of assets outside intervention level.   In simple terms, this means that it is 
desirable that no more than 3% of the whole asset system be outside an acceptable 
condition, at any one point in time.  
 
Graph 2 below shows (by the red line), that the peak of unacceptability (that is predicted % 
outside intervention level), is on 2.3% in 2015/16 (still well below the industry standard of 
3%), and that in 2021/22, it has reduced to 0.2%. 
 
 

 
The Council remains extremely confident of reaching all desired targets for Asset Renewal.  
Assets deliver important services to our local communities and the asset and financial long 
term planning indicate that Council is and will continue to provide high levels of service and 
demonstrate appropriate stewardship of its assets. 
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Appendix 1 – Income Statement 
 

 



2011 Long Term Financial Plan  

  Page 26 of 29 

Appendix 2 – Balance Sheet 
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Appendix 3 – Cash Flow 
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Appendix 4 – Capital Works 
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Appendix 5 – Dashboard  

 


