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1 The Financial Plan Story
The Financial Plan reports what Council is projecting to spend over the course of the next ten years to
continue to deliver services, maintain and renew existing assets as well as build new infrastructure.
Every dollar spent over the next ten years will need to be matched by an equivalent income source.
Sourcing sufficient income to fund the projected expenditure is important to demonstrate that the
Financial Plan is sustainable over the ten-year period.
Not surprisingly there is generally more demand for expenditure than there are available sources of
income. So, the issue becomes how to prioritise the demand for expenditure within the limited income
streams.
Local Government has three major income streams that are available to fund ongoing service delivery.
The three key income streams are:
•
•
•

Rates and Charges – income from the ratepayers
Government Grants – income from Commonwealth and State Government
User Fees, Rentals and Fines – income from service users and the community

While there are a number of additional income streams these are either one off or less reliable in
nature and generally designed to fund one off expenditure projects rather than ongoing service
delivery.

1.1 Expenditure – where and how much to spend
A key objective is to deliver each service in the most cost-effective way while noting there are certain
services and functions every Council is required to fund by legislation. So, one of the challenges for
Local Government is to remain as efficient as possible while having to perform statutory functions and
some required services that absorb part of the limited income that is therefore unable to be directed to
increasing demand for other services and for community infrastructure.
While Council’s role is to look for savings and efficiencies across all its functions and services,
expenditure continues to be a significant challenge that often requires a series of trade-offs and the
need to prioritise where the limited income streams are then directed.
The impact of these trade-offs is to limit our ability to fund all existing services as well as new
initiatives that we would like to deliver to our community.
Council currently spends over $28 million to deliver in the order of 40 services and functions that
includes a number of legislative activities of local government. There is ongoing demand to increase
some of the external services either by expansion of existing services or introduction of new services.
On behalf of the community, Council also manages over $500 million worth of community assets
mainly consisting of roads, drains, footpaths, buildings, sporting facilities, recreation reserves and
streetscapes. Ideally, Council would need to spend over $10 million each year just to replace these
community assets. Due to income constraints, Council is only able to fund in the order of $6 million
each year that is well below the target spend of $10 million to maintain and renew these community
assets in a serviceable condition.
Council’s total capital works spend in the order of $14 million each year to renew, upgrade and
construct new infrastructure that includes the $6 million of renewal works discussed above.
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Therefore, Council proposes to seek engagement with the community regarding where to prioritise
spending over the next ten years:
1. Do we continue to deliver all the existing services and if so, should we spend more money on
any one service to either increase the existing standard or even expand the scope of a
service?
2. How do we ensure that services are delivered in line with the needs of a changing community
in an equitable and accessible way?
3. Do we spend more money to replace our ageing infrastructure assets or alternatively allocate
these funds to creating new multi-use facilities in response to service demands?
4. Would the community be willing to incur a small increase in rates (above the state government
rate cap) to respond to these service demands?
By sharing these challenges with the community, Council proposes to inform and engage residents to
assist in providing feedback into its long-term planning.
In 2020 the Victorian State Government passed a new Local Government Act that highlighted
Council’s role in making decisions that will achieve the best outcomes for the community, including
future generations, informed by community consultation. The new legislation sets out the following
principles:
•
•
•
•
•

Services should be provided in a fair manner and be responsive to the diverse needs of the
municipal community.
Services should be accessible to the members of the community for whom the services are
intended.
Quality and cost standards for services set by the Council should provide good value to the
community.
A Council should seek to continuously improve service delivery to the community in response
to performance monitoring.
Service delivery must include a fair and effective process for considering and responding to
complaints about service provision.

1.2 Income – where from and how much
In the 2021/22 Budget, the income received by Council was budgeted to be $45 million. The main
source of this income comes from rates and charges, representing 51 per cent. Council also receives
grants from State and Federal governments that fully or partially fund a range of services and
programs including aged care support, maternal and child health, our early learning centre, planning
and building services.
Some of our services are provided at full cost recovery that requires Council to charge user fees to the
community as a trade-off to allocating ratepayer dollars. While the objective is to maximise the
allocation from government grants, many services also require funding from either or both rates
subsidy or fee income from community members who use each service.
Where possible external income is sought from each service, usually in the form of a government
grant and/or the levy of user fees and charges. However, these income sources are generally
insufficient to fully offset the service expenditure resulting in a net cost to Council. This net cost to
Council is funded by a mix of:
•

Rates – $15 million rate income per annum; plus

•

Financial Assistance Grants – $8 million that is received each year that is untied and not
allocated to one specific service or project).
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1.3 A question of balance
Council has a responsibility to deliver a Financial Plan designed to fund the necessary services and
functions of the council as well as to replace and build new infrastructure assets. The balancing
exercise is therefore to prioritise, in a financially sustainable way, the demands of current and future
communities including:
•
•
•
•

Higher expectations of a growing community for new and upgraded services.
The number, scope, and standard of services that Council delivers.
Creating new infrastructure facilities at the expense of increased renewal funding.
The community appetite to accept an increase in rates (above the rate cap) and/or increases
to user fees as a source of additional funding to achieve these objectives.
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2 Expenditure Priorities
This section provides the reader with a breakdown of where Council allocates its expenditure to
address the service demands and the needs of the community. Expenditure is allocated across the
following two budget expenditure categories:
•
•

Operating Budget – the day to day discretionary and core services as well as internal enabling
functions; plus
Capital Budget – the investment of renewal, upgrade and construction or purchase of
community infrastructure.

The Financial Plan comprises these operating and capital expenditure sections. Council’s adopted
Budget reflects year one of the Financial Plan that is then reviewed and updated on an annual basis.
Operating - The Financial Plan is a ten-year view of the annual budget. The budget is year one of the
Financial Plan with future years generally increasing by a series of annual escalation factors with
known adjustments over the ten-year period.
Capital - The Financial Plan is based on Council’s ten-year capital works program split between
renewal works, upgrade works and new projects.
Income sources are then included to demonstrate that the Financial Plan is sustainable – meaning
there is sufficient income in each of the ten years to fund the operating expenditure and the capital
expenditure. The Financial Plan also includes a series of financial performance ratios that measure
sustainability.

2.1 Operating Budget
This section provides the reader with Council’s current external discretionary and core services as well
as enabling internal functions as a basis to assess preferred priorities. Each service shows gross
expenditure per annum that is then reduced by any grant income and user fees to report a net cost to
Council. The net cost to Council is then subsidies from rates plus the financial assistance grants.
The financial objective of each service is to minimise the rate subsidy or net cost to Council. Some
services, such as childcare and aged care attract ongoing government grants as well as receive
income from user fees. However, there are a number of Council services and functions, including core
services and enabling functions of a statutory nature that do not attract external income.
Core services and enabling functions while they are unable to be removed, Council aims to operate
these activities as efficiently as possible. Enabling functions are activities that support the
organisation rather than directly targeted to service the community.
External services are those day-to-day operational activities that provide direct support to the
community. External services comprise both discretionary and core services.

2.2 Discretionary Services
Discretionary services are day to day activities that Council has the discretion to either scale up, scale
down or even remove. Scaling up means to either:
•
•
•

increase the extent of an existing service by providing the service to additional users; or
increase the service standard by providing a higher quality service to the current users; or
increase to both the extent and the service standard by providing a higher quality service to
both the current users and to new users.
6|P a g e

An increase in either the extent of a service or an increase to the service standard would require
additional expenditure and most likely an increase to the amount of rates subsidy required to fund the
service. While Council may attract additional government grant income plus receive further income
from user fees, both these income sources will often be insufficient to fund the proposed cost
increases in their entirety. The pie chart below shows the relative expenditure of each discretionary
service.

The table below reports the gross expense that, after deducting grant income and user fees, results in
the amount of rates subsidy (allocation from ratepayers). The final column, rate subsidy per ratepayer,
reflects the average amount allocated to each service by an individual ratepayer. Discretionary
services are services that Council may choose to deliver or not to deliver. Discretionary services total
$7.2 million of expenses with $3.4 million total rate subsidy.
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2.3 Core Services
Core services may be scaled up or scaled down however are deemed to be necessary activities of
local government and therefore cannot be removed from Council’s operations. The pie chart below
displays the external services that are considered as a requirement for delivery. While not all services
in this chart are statutory in nature, they are services that are generally expected by the community.

The table overleaf reports the gross expense that, after deducting grant income and user fees, results
in the amount of rates subsidy (allocation from ratepayers). The final column, Rate subsidy per
ratepayer, reflects the average amount allocated to each service by an individual ratepayer.
Core services are required services of Council and, while they may be scaled up or scaled down,
cannot be removed from operations. Core services total $12.6 million of expenses with $9.5 million
total rate subsidy.
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2.4 Enabling Functions
The pie chart displays the eight internal functions that are mainly back of office activities designed to
support the external services (the discretionary and core services). Many of these functions are
mandatory in nature and necessary activities to comply with Council’s legislative requirements in order
to operate a local government authority.
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The table reflects the expense and income details for each of these internal functions totalling $8.4
million in expenses with a $8.1 million net cost to Council. In many cases, the enabling functions of
Council attract less external revenue either from government grants or from user fee income.
While Council continues to address opportunities for cost efficiencies, the mandatory nature of these
functions, in conjunction with the limited available income streams, means that Council is obliged to
allocate funds to maintain these activities.

2.5 Capital Investment
Capital expenditure is required to renew existing assets and build new community infrastructure. The
rates subsidy reflects the gross expenditure less external funding mainly from government grants and
third-party contributions.
The following pie chart displays the six key areas of capital investment comprising both the renewal of
existing infrastructure as well as the investment in new and improved assets expected by the
community.
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The table overleaf reports the gross expense that, after deducting grant income, results in the amount
of rates subsidy (allocation from ratepayers).
The Current Strategy – Rate cap reports the total rates subsidy of $6.1 million and average rate
subsidy, for an individual ratepayer, of $533.77.
The investment in capital works is dissected between:
•

•

Renewal and maintenance works – the total expense of $4.0 million is well below the
preferred allocation for renewal capital works meaning that Council does not have sufficient
funding to replace its ageing infrastructure as it reaches the end of useful life. The contribution
from each ratepayer is, on average $187.28. To allocate more rate dollars, either a
corresponding reduction would be required from an alternate service (either new and
improved capital, discretionary service or core service) or an increase in one or more funding
sources such as rates or government grants.
New and improved works – the total expense is $9.1 million however the rate subsidy is only
$3.9 million due to the significantly higher funding contribution from government grants. The
contribution from each ratepayer is, on average $346.49.

11 | P a g e

12 | P a g e

2.6 Total Expenditure
The table below reflects the total expenditure of $41.4 million across the four categories discussed
earlier in this report. The expenditure of $41.4 million is partly funded from $9.8 million tied
government grants $4.4 million in fees and other income with the balance of $27.2 million funded from
a combination of rates, waste levies, untied financial assistance grants and cash reserves as follows:
•
•
•
•

$16.0 million - Rates and municipal charge
$ 2.8 million – Waste levies
$ 8.2 million – Financial assistance (Victoria Grants Commission)
$ 0.2 million – Cash reserves

2.7 Prioritising Service Expenditure
One of the challenges for local government is to identify funding sources that can then be used to
increase spending to expand or scale up either or both the discretionary services and the core
services. These funding sources would generally need to derive from either:
•
•
•
•

A reduction or removal of an existing discretionary service; and/or
Increasing income from user fees by adopting a user pays principle; and/or
A rate increase in excess of the rate cap noting that the rates cap increase is already applied
to fund the increased cost of existing services; and/or
Efficiencies from existing services and functions noting that, while Council targets continuous
improvement, this is a short-term solution due to the impact of diminishing returns from regular
service reviews.

In prioritising services, Council also needs to consider the extent it wishes to recover the expenditure
by increasing the charge for user fees. There are two principles either:
•
•

Full cost recovery – maximise fees to eliminate any rates subsidy; or
Partial cost recovery – provide a subsidy to the user (eg 50% fee) where the subsidised
amount would need to be funded from an increase in rates subsidy.
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2.8 Prioritising Capital Investment
The capital budget is funded from a mix of:
•
•
•
•
•

Rates subsidy – allocation from Council rates
Government grants – federal and state funding allocated to specific capital projects
Contributions – external funding from a third-party excluding government (e.g. sporting club)
Reserve funds – allocation from cash reserve funds
Borrowings – funding from loan borrowings.

The majority of capital is funded from either rates subsidy or government grants as displayed by the
pie chart below (source Budget 2021/22).

Council is heavily reliant on government grants to fund its capital program and particularly funding for
new and improved projects.
In principle, funding from the operating surplus (rates subsidy) is limited by the extensive range of
external services and enabling functions that require rates money to fund their net cost to Council. To
redirect additional rates subsidy to capital, Council would need to either:
•
•
•

Increase rates income by a variation to the state government rate cap; and/or
Remove or reduce a discretionary service; and/or
Continue to find efficiencies in the use of core services and the enabling functions.

The alternatives to grant funding and rates subsidy are:
•

Loan borrowing noting that Council’s loan capacity is limited to, as a guide, 40% of total rates
or approximately $7 million based on the current loan portfolio; and/or

•

One off funding from reserve funds noting that some reserves are restricted to specific types
of capital projects and would therefore need to be assessed on a case-by-case basis.
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3 Legislative Requirements
This section describes how the Financial Plan links to the achievement of the Community Vision and
the Council Plan within the Integrated Strategic Planning and Reporting framework. This framework
guides the Council in identifying community needs and aspirations over the long term (Community
Vision), medium term (Council Plan) and short term (Annual Budget) and then holding itself
accountable (Annual Report).
The diagram that follows provides an overview of the core legislated elements of an integrated
strategic planning and reporting framework and outcomes.
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The following figure demonstrates how each element might inform or be informed by other parts of the
integrated framework.

3.1 Strategic Planning Principles
The Financial Plan provides a 10 year financially sustainable projection regarding how the actions of the
Council Plan may be funded to achieve the Community Vision. The Financial Plan is developed in the
context of the following strategic planning principles:
a) Council has an integrated approach to planning, monitoring and performance reporting.
b) The Financial Plan addresses the Community Vision by funding the aspirations of the Council
Plan. The Council Plan aspirations and actions are formulated in the context of the Community
Vision.
c) The Financial Plan statements articulate the 10-year financial resources necessary to
implement the goals and aspirations of the Council Plan to achieve the Community Vision.
d) Council's strategic planning principles identify and address the risks to effective
implementation of the Financial Plan. The financial risks are included in section 1.2.2 below.
e) The Financial Plan provides for the strategic planning principles of progress monitoring and
reviews to identify and adapt to changing circumstances.
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3.2 Financial Management Principles

The Financial Plan demonstrates the following financial management principles:
3.2.1 Revenue, expenses, assets, liabilities, investments, and financial transactions are managed in
accordance with Council's financial policies and strategic plans.
3.2.2 Management of the following financial risks:
▪
the financial viability of the Council (refer to section 4.1 Financial Policy Statements).
▪
the management of current and future liabilities of the Council. The estimated 10 yearliabilities are disclosed in section 5.2 Balance Sheet projections.
▪
the beneficial enterprises of Council (where appropriate).
3.2.3 Financial policies and strategic plans are designed to provide financial stability and predictability
to the community.
3.2.4 Council maintains accounts and records that explain its financial operations and financial
position (refer to section 4 Financial Statements)
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3.3 Community Engagement
FIRST STAGE – AUGUST 2021

The first stage of our engagement approach to the Financial Plan 2021-31 was launched on the
NGSC website on Monday 23 August. We provided information about what the Financial Plan is and
what it is meant to do. This was accompanied by a short eight question online survey on the Plan to
enable our community to provide their initial feedback on key areas of expenditure quickly and easily.
We advertised the survey in print and social media until its closing date on 22 September. In total, 38
responses were received.
SECOND STAGE - SEPTEMBER 2021

The community was given more detailed financial information during the second stage of our
community engagement at information sessions which ran from 5pm to 6pm on Tuesday 14
September and 6.30pm and 7.30pm on Wednesday 15 September. Unfortunately, due to the
Coronavirus restrictions and exposures in St Arnaud, in person information sessions scheduled for 17
September (Stawell) and 18 September (St Arnaud) had to be cancelled
Our Information Sessions were designed to increase understanding of what a Financial Plan is, help
our community to understand how money is currently spent, present some of the community’s
thoughts on how money should be spent (as received through the survey), and hear thoughts from the
community about how spending might need to change over the next 10 years.
The information sessions were communicated in print, social media and on local AM and FM radio.
We had two attendees at our first information session, and one attendee at our second information
session. Our Councillors, CEO and Directors responded to the attendees’ questions in-session and a
copy of their questions were made available on our Financial Plan ‘Have Your Say’ webpage for
community members to read.
THIRD STAGE - OCTOBER 2021

We continued to inform the community about how to stay involved through community updates in
social and print media in advance of our third and final engagement stage, our review session. The
review session was held online on Wednesday 6 October from 5pm to 6pm. The aim of the session
was:
• to provide a short summary of the Financial Plan
• present feedback received from our community
• identify areas where community feedback informed aspects of the Financial Plan
• give a final opportunity to our community to ask questions of our panel (comprising
Councillors, CEO and Directors) on the draft Financial Plan.
After this, a final draft of the Financial Plan, incorporating community feedback received from earlier
engagement sessions, was made available to our community on our website for any final submissions
to be received before scheduled adoption by 31 October 2021.
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3.4 Service Performance Principles
Council services are designed to be targeted to community needs and value for money. The service
performance principles are listed below:
a)

Services are provided in an equitable manner and are responsive to the diverse needs of the
community. The Council Plan is designed to identify the key services and projects to be
delivered to the community. The Financial Plan provides the mechanism to demonstrate how
the service aspirations within the Council Plan may be funded.

b)

Services are accessible to the relevant users within the community.

c)

Council provides quality services that provide value for money to the community. The Local
Government Performance Reporting Framework (LGPRF) is designed to communicate the
council’s performance regarding the provision of quality and efficient services.

d)

Council is developing a performance monitoring framework to continuously improve its service
delivery standards.

e)

Council is developing a service delivery framework that considers and responds to community
feedback and complaints regards service provision.

3.5 Asset Plan Integration
Integration to the Asset Plan is a key principle of the Council’s strategic financial planning principles.
The purpose of this integration is designed to ensure that future funding is allocated in a manner that
supports service delivery in terms of the plans and the effective management of the council’s assets
into the future.
The Asset Plan identifies the operational and strategic practices which will ensure that Council
manages assets across their life cycle in a financially sustainable manner. The Asset Plan, and
associated asset management policies, provide council with a sound base to understand the risk
associated with managing its assets for the community’s benefit.
The Asset Plan is designed to inform the 10-year Financial Plan by identifying the amount of capital
renewal, backlog and maintenance funding that is required over the life of each asset category. The
level of funding will incorporate knowledge of asset condition, the risk assessment issues as well as
the impact of reviewing and setting intervention and service levels for each asset class.
In addition to identifying the operational and strategic practices that ensure that Council manages
assets across their life cycle in a financially sustainable manner, the Asset Plan quantifies the asset
portfolio and the financial implications of those practices. Together the Financial Plan and Asset Plan
seek to balance projected investment requirements against projected budgets.

20 | P a g e

4 Financial Plan Context
This section describes the context and external / internal environment and consideration in
determining the 10-year financial projections and assumptions.

4.1 Financial Policy Statements
This section defines the policy statements, and associated measures, that demonstrate Council's
financial sustainability to fund the aspirations of the Community Vision and the Council Plan.
The financial policy statements address:
•

Allocate adequate funds towards renewal capital in order to replace assets and infrastructure
as they reach the end of their service life.

•

Address the current underlying deficit with a view to achieving an underlying surplus result.

•

Ensure Council maintains sufficient working capital to meet its debt obligations as they fall
due.

•

That Council applies loan funding to new capital and maintains total borrowings in line with
rate income and growth of the municipality.

•

That Council generates sufficient cash surplus from operations to fund the renewal
Infrastructure Program and replacement of Heavy Plant.

4.2 Strategic Actions
Council has identified the following strategic actions that will support the aspirations of the Council
Plan.
The strategic actions are included in the 10-year Financial Plan and, where appropriate, referenced in
the commentary associated with the 10-year Comprehensive Income Statement and the 10-year
Statement of Capital Works.
4.2.1 Infrastructure Renewal
Ideally Council would aim to allocate adequate funds towards renewal capital to replace assets and
infrastructure as they reach the end of their service life.
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Council currently has insufficient funding to allocate to renewal capital to reduce the escalating risk
and maintenance of aging infrastructure.
Council invests in the order of $6 million towards its replacement infrastructure program that
comprising roads, bridges, drains and footpaths. The infrastructure program is funded by $2 million
from external grant funding and the remaining $4 million from rates subsidy.
In contrast Council’s annual depreciation is approaching a total of $14 million of which $11 million
accounts for infrastructure program assets (roads, bridges, drains and footpaths).
Ideally the investment in capital renewal (infrastructure program) should be targeted to either match or
provide a significant contribution towards the level of depreciation. The current $6 million allocation to
infrastructure renewal is considered inadequate to address the $11 million annual depreciation
expense.
•

Strategic Action 1 – target increased grant funding to be applied to Council’s infrastructure
renewal program.

•

Strategic Action 2 – target a minimum allocation of Council cash contribution (rate subsidy)
towards Infrastructure renewal.

4.2.2 Underlying Deficit
The Financial Policy statement reports ongoing underlying deficits in excess of $7 million per annum.
While it may not be feasible to eliminate this deficit in the short term, for long term financial
sustainability it is important that Council works towards reducing the underlying deficit. Ideally the
underlying would reflect a breakeven or ideally a surplus result, however this position is not realistic for
Council based on current expenditure needs and revenue constraints.
The underling deficit also reinforces Council’s inability to fund its infrastructure renewal needs as
discussed at 4.2.1 Infrastructure Renewal.
•

Strategic Action 3 – target a reduction to Council’s underlying deficit (currently in excess of $7
million per annum) by:
o Ongoing service reviews to optimise the current cost of service delivery.
o

Where possible advocating for increased operating grants to offset the Council cost of
service delivery from rate subsidy.

4.2.3 Working Capital
Council currently prepares a 10-year Financial Plan and funding model to ensure that the amount of
cash available for capital is equal to or greater than the net capital spend (capital required from
Council contribution/rates subsidy).
This measure is used to maintain sufficient working capital by ensuring the net capital spend does not
exceed the amount of cash available for capital, after funding of operations and after setting aside
restricted cash including Council reserves.
•

Strategic Action 4 – That Council targets sufficient cash surplus from operations to ensure the
cash available for capital is equal to or greater than the net capital spend.

4.2.4 Debt Funding
Council has limited surplus from operations (rate subsidy) to apply to new capital works. To
supplement external grant funding, which is the primary revenue source for new works, additional loan
borrowings are required to be included in the 10-year Financial Plan.
•

Strategic Action 5 – That Council where necessary applies debt funding towards new
(including expansion) infrastructure projects.
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4.2.5 Waste Reserve Fund
Council currently generates a surplus from the waste operations that is allocated to a discretionary
waste reserve on an annual basis. To respond to the increased pressures of recycling, the 10-year
Financial Plan includes operating and capital expenditure to fund a waste action plan. It is expected
that the majority of the waste reserve will be expended over the course of the next 10 years.
•

Strategic Action 6 – That Council applies the annual surplus from waste management to fund
the Waste Action Plan.

The following additional strategic actions are included as a result of community engagement:
•

Strategic Action 7 – That Council will, where possible, optimising income received from user
fees and charges.

•

Strategic Action 8 - Where appropriate Council will investigate additional revenue options,
including the sale of surplus assets, to partly offset the cost of capital investment and/or the
cost-of-service delivery.
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4.3 Assumptions to the Financial Plan statements

This section presents information regarding the assumptions to the Comprehensive Income Statement
for the 10 years from 2021/22 to 2030/31. The assumptions comprise the annual escalations /
movement for each line item of the Comprehensive Income Statement.

4.3.1 Rates and charges
Base rate revenue will increase by 1.5% for the 2021/22 year, based on the state government rate
cap, with estimated future annual increases of 2.0% per annum for the ensuing years of the long term
Financial Plan. There is no allowance for increased revenue from growth (additional properties) as a
result of supplementary rates.
Waste charges are proposed to increase by 2.0% compared to 2020/21 levels in order to defray the
total costs of waste management incurred across the municipal district. Future years waste charges
are estimated to increase in line with the growth % increase to ensure Council continues to recover
the full costs of providing waste services.

4.3.2 Statutory fees and fines
The Financial Plan indexes statutory fees, set by legislation, according to the estimated annual rate of
CPI. This is often a best case scenario given some fees are outside the control of Council and
therefore may be subject to increases less than CPI.

4.3.3 User fees
Revenue increases for the ensuing years are based on a conservative annual rate of increase of 2.2%
to reflect, as a minimum, annual increases in line with the state government rate cap.
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4.3.4 Grants
Council currently receives grants for tied (specific purpose grants) and un-tied Financial Assistance
Grant funding received via the Victorian Local Government Grants Commission (VLGGC). Operating
grants are expected to increase on an annual basis by approximately 2.2%.
4.3.5 Contributions
Council receives contributions from community groups mainly for capital works funding purposes and
developers.
4.3.6 Other income
Revenue from other income mainly comprising investment income plus the recovery income from a
variety of sources and rental income received from the hire of Council buildings.
4.3.7 Employee costs
The 2021/22 year includes a 6.7% increase for employee costs that mainly reflects the salary increase
for all staff pursuant to the Enterprise Bargaining Agreement as well as a fund increased staff
resources based on community demand.
The ensuing years, from 2022/23 to 2030/31, reflect annual increases of 2.0% per annum to provide
for annual EBA increases, some required increases to staff salaries as well as a marginal increase to
the delivery of existing services.
4.3.8 Materials and services
Material costs include items required for the maintenance and repairs of Council buildings, roads,
drains and footpaths which are more governed by market forces based on availability than CPI.
Council’s payments to family day carers are also included under this category. Other associated costs
included under this category are utilities, materials for the supply of meals on wheels and consumable
items for a range of services. Council also utilises external expertise on a range of matters, including
legal services and audit. These costs are kept to within CPI levels year on year.
4.3.9 Depreciation and amortisation
Depreciation estimates have been based on the projected capital spending contained within this
document. Depreciation has been further increased by the indexing of the replacement cost of
Council’s fixed assets.
4.3.10 Borrowing costs
Borrowing costs comprise the interest expense to service Council's loan portfolio that is described in
Section 7.1 Borrowing Strategy.
4.3.11 Other expenses
Other expenses include administration costs such as Councillor allowances, election costs,
sponsorships, partnerships, community grants, lease expenditure, fire services property levy, audit
costs and other costs associated with the day to day running of Council.
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5 Financial Plan Statements
This section presents information regarding the Financial Plan Statements for the 10 years from
2021/22 to 2030/31.
•
•
•
•
•
•

Comprehensive Income Statement
Balance Sheet
Statement of Changes in Equity
Statement of Cash Flows
Statement of Capital Works
Statement of Human Resources

5.1 Comprehensive Income Statement
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5.2 Balance Sheet
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5.3 Statement of Changes in Equity
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5.3 Statement of Changes in Equity (cont.)
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5.4 Statement of Cash Flows
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5.5 Statement of Capital Works
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5.6 Statement of Human Resources
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5.7 Planned Human Resource Expenditure
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5.7 Planned Human Resource Expenditure (cont.)
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6 Financial Performance Indicators
The following table highlights Council’s projected performance across a range of key financial
performance indicators. These indicators provide an analysis of Council’s 10-year financial projections
and should be interpreted in the context of the organisation’s objectives and financial management
principles.
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7 Strategies and Plans
This section describes the strategies and plans that support the 10-year financial projections included
in the Financial Plan.

7.1 Borrowing Strategy
7.1.1 Current Debt Position
The total amount of borrowings remaining on existing loans, as at 30 June 2022, is $2.19 million.

7.1.2 Future Borrowing Requirements
The following table highlights Council’s projected loan balance, including new loans and loan
repayments for the 10 years of the Financial Plan.

7.1.3 Performance Indicators
The following table highlights Council’s projected performance across a range of debt management
performance indicators.

Council maintains its loan borrowing well within prudent management limits as demonstrated by the
following performance indicators.
Total borrowings/Rate revenue
Over the course of the 10 years, Council’s performance indicator ranges between a low of 2.5% to a
high of 11.9% that is well within the target measure of 60%.
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Debt servicing / Rate revenue
The target for this measure is 10% with Council’s projected result ranging from a low of 0.1% and a
high of 0.6%.

Debt commitment / Rate revenue
The target for this measure is 5% with Council’s projected result ranging between a low of 0.1% and a
high of 6.2%.

Indebtedness / Own source revenue
The target for this measure is 60% with Council’s projection being a favourable result ranging between
a low of 3.2% and a high of 10.6%.
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7.2 Reserves Strategy

7.2.1 Current Reserves
Development Fund Reserve
•

Purpose – This reserve is to set aside funds generated from Council’s rates in lieu of activities
mainly comprising revenue from wind farms.

•

Movements – Inflows to the reserve are mainly sourced from rates in lieu activity. Transfers
from the reserve are designed to partly fund the investment in community assets that may
include land acquisitions.

Community Loan Reserve
•

Purpose – The Community Loan Reserve is for the provision of loan to community members
wishing to restore and rehabilitate for the good of the community. The maximum to be held in
this reserve is $150,000. The loan balance comprises the $150,000 less the amount of loans
that are currently outstanding.

•

Movements – The reserve movements comprise the provision of new loans less the
repayment of the outstanding loan balance owed by community members to Council.

Waste Program Reserve
•

Purpose – Revenue from waste levies currently exceed the total cost of managing the waste
function. The excess levy amount (surplus on operations) is allocated to the Waste Program
Reserve on an annual basis.

•

Movements – Following the adoption of the Waste Action Plan, Council will be required to
utilise the current surplus on waste operations as well as utilise the proceeds from the waste
reserve. This investment will start to result in a reduction of the waste reserve, effective from
2022/23, with further reductions from the 2025/26 year. The increased investment in waste
services is in response to the current recycling crisis with expense initiatives identified in
Council’s adopted Waste Action Plan.

Defined Benefits Superannuation Reserve
•

Purpose – Funds set aside in the event Vision Super advised Council of an additional call
triggered by an Actuary review where insufficient funds are held in the superannuation fund to
meet staff obligations.

•

Movements – This reserve has reached its agreed maximum of $300,000 so there is expected
to be minimal movement to this reserve pending an additional call from Vision Super.

Loan Repayment Reserve
•

Purpose – The Loan Repayment reserve is discretionary in nature and designed to hold funds
for the repayment of interest only loans.

•

Movements – The annual contributions are equal to the deemed principle repayment so
sufficient funds will be available to fund the future repayment of interest only loans.
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7.2.2 Reserve Usage Projections

The table below discloses the balance and annual movement for each reserve over the 10-year life of
the Financial Plan. Total amount of reserves, for each year, is to align with the Statement of Changes
in Equity.
All Council reserves are classed as discretionary so the proactive of holding reserve funds is pursuant
to Council’s policy position rather than a legislative requirement.
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