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1. EXECUTIVE SUMMARY 

1.1 Who is Junee Shire 
 
Junee Shire Council is located in southern NSW, 42 kilometres north of Wagga Wagga. The shire 
is bounded by the Cootamundra- Gundagai in the north and east, Coolamon to the west and the 
City of Wagga to the south. 

 
The shire's estimated resident population in 2021 is 6,800 people. The population of Junee Shire 
Council is forecast to reach 9,000 by 2033. 

 
1.2 The Challenges We Face 

 
The key issues and challenges for Junee Shire Council include: 

 
• Maintaining the Council's quality of services and infrastructure investment within the rate 

capping framework 
• Providing sufficient funding to renew existing assets to ensure that they continue to meet 

community needs 
• Delivering new and upgraded community infrastructure (roads, buildings, drains, footpaths 

etc.) to address the demands of a growing and changing community 
• Continuing to provide an appropriate range and level of services to the community 
• Managing within a narrow revenue base with limited growth opportunities 
• Managing ongoing cost-shifting from other levels of government, dealing with changes to 

legislative requirements and the expanding expectations of Local Government 
• Managing and responding to the ongoing environmental standards and their impact on 

Council's services and infrastructure and the community 
 
1.3 What We Know 

All Councils must complete a Long-Term Financial Plan (LTFP) as part of the Resourcing Strategy 
that supports their Delivery Program. As part of preparing its LTFP, Council has determined where 
it sits – and there are some challenges ahead. 

 
Council is not collecting enough money each year to adequately cover the increasing cost of normal 
operations and maintain the community infrastructure. It can make modest productivity gains each 
year, but most have already been realised. Council does not intend to provide new services or uplift 
current service levels, which are already high, but it still needs more funds to renew its existing 
assets. 

 
In accounting terms, Council aims for small operating surpluses, meaning that enough funding is 
collected to fund routine operations plus a share of replacing assets. This includes collecting sufficient 
revenue to cover the depreciation cost and an accounting calculation that measures the value of the 
community's assets consumed or used during any given year. The funds collected for depreciation 
enable asset renewal expenditure to be funded, thereby ensuring the community's assets are 
renewed over time and are not subjected to adverse deteriorate. 

 
In 2021/22, Council made a net operating surplus of $2.86 million when capital revenues are 
excluded. The net operating result was generated by abnormal circumstances, being an advanced 
payment of the Federal Assistance Grant which would have otherwise been received in 2022/23 and 
one off revenue from residential land sales. From 2022/23 there are operating budgeted deficits each 
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year. To address this over the next three years, there is a proposed SRV of 15% in 2024 and 10% 
in 2025. The assumptions built into both the base and SRV cases of the LTFP have approximately 
1% population growth over the next ten years. As the base case demonstrates, Council cannot 
demonstrate financial sustainability over the medium term without the SRV. Any increase in services 
or assets in response to community expectations would further jeopardise economic sustainability. 

 
Council is in a weak financial position with relatively high debt and cash reserves of $5.75 million as 
of 30 June 2022 at the consolidated fund level and $4.59 million for the general fund, much of which 
is restricted for other purposes. Without the adjustment of a proposed the SRV cash reserves run 
out in 2028/29 at the consolidated level. The Council cannot allow this to occur and must plan for 
an alternative through either reducing levels of service or increasing revenue. The average condition 
of most of the Council's assets is satisfactory, but a significant amount of assets need upgrading over 
time. 

 
Council has modelled two scenarios to see the effect of these different approaches. These are 
referred to as the base case and the SRV scenario. 

 
The base case is premised on Council having its current assets fit for purpose and for Council to be 
in a position to deliver services to the current expected standard. Assets are critical in the delivery 
of Council services. If not maintained, this can often lead to deterioration of asset condition and the 
intensification of complaints from users. 

 
Under the base case (Scenario 1), the LTFP asset renewal program has been developed to mitigate 
any significant deterioration of the Council's current asset base. The program has been structured 
to ensure all classes of assets have funds allocated to deal with the timely renewal of non-current 
assets. The total infrastructure capital program from 2023 to 2033 is $41.8 million, along with an 
asset maintenance program that maintains assets in a fit for purpose condition. 
The financial outcome base case scenario is that continual operating deficits commence from 
2023/24, and Council runs out of cash by 2028-29 at the consolidated fund level. This, combined 
with the capital expenditure program, will harm Council's unrestricted cash position every year of 
the LTFP. 

 
Under the SRV scenario, Council will experience operating surpluses in the middle to later years. 

 
In summary: 

 
Scenario One: – Base Case: 
• Broadly models the continuation of the Council's services as currently provided. 
• Funds asset renewals per the 10-year Capital Works Program. 
• Initiatives expenses (budgeted savings) 
• Will continue to operate within the annual rate peg. 
• This shows that Council cannot continue beyond 2028-29 due to a lack of cash at the 

consolidated fund level. 
 
Scenario Two: – SRV Case: 

 

• Broadly models the continuation of the Council's services as currently provided. 
• Funds asset renewals per the 10-year Capital Works Program. 
• Initiatives expenses (budgeted savings) 
• Allows for an SRV of 15% in 2023/24 and 10% in 2024/25. 
• This shows that Council is financially viable and will build up a modest cash reserve after ten 

years. 
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1.4 What is the proposed approach, and why? 
 
Council proposes to operate under the SRV scenario for 2023/24 while undertaking the following 
actions: 

 
1. Community Consultation occurred in September and October 2022 making the case for a 

SRV. 
 
2. Propose applying for permanent SRV during 2022/23 to be operational from the 2023/24 

financial year. 
 
3. Implementing budget savings initiatives. 

 
Scenario Two has been chosen because the base case is not financially sustainable over the forecast 
period. Further, the current Council has expressed a desire to leave the shire in a solid financial 
position for future generations at the end of its term. 

 

2. INTRODUCTION 

The NSW Government requires Councils to have: 
 

• A Community Strategic Plan (of at least ten years) 
• A Delivery Program (four years) 
• An Operational Plan (one year) 
• A Resourcing Strategy containing: 

- Long-Term Financial Plan 
- Workforce Management Plan 
- Strategic Asset Management Plan. 

 
Councils must prepare a Resourcing Strategy for at least ten years to identify their resources to 
implement the Community Strategic Plan. An essential element of the Resourcing Strategy is that it 
must include provisions for long-term financial planning. 

 
The LTFP must be for a minimum of ten years and include the following: 

 
• The planning assumptions used to develop the plan 
• Projected income and expenditure, balance sheet and cash flow statement 
• Sensitivity analysis and testing 
• Financial modelling for different scenarios 
• Methods of monitoring financial performance. 

 
The LTFP forecasts must be updated annually, together with the preparation of the Operational 
Plan. On adopting a new Delivery Program every four years, a detailed review of the LTFP should 
be undertaken. 
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2.1 Our Future 2035 
 
Making Tracks 2035 is the community's strategic plan outlining aspirations and priorities for at least 
ten years. 

 
Development of the plan commenced in 2016, with an extensive community engagement 
program that was completed in May 2017. The elected Council considered the feedback 
in determining the final plan in June 2017. The plan was reviewed and readopted in 2022. 

 
Four recurring themes arose, which inform the four vision areas of Making Tracks 2035. They are: 

 
• Liveable 
• Prosperous 
• Sustainable 
• Collaborative 

 
All Council's activities are aligned with these four broad themes and seek to achieve Making Tracks 
2035. Council's Delivery Program incorporates the vision objectives and activities to provide the 
programs, services and projects that ensure our residents enjoy where they live and work. 

 
While the Community Strategic Plan reflects the community's aspirations, the Delivery Plan narrows 
the Council's focus during its term. 

 
2.2 Purpose of the Long-Term Financial Plan 

 
The LTFP acts as a tool for stakeholders (Council and the community) to decide what resources 
Council needs to apply to deliver on the outcomes contained in the Community Strategic Plan – 
Making Tracks 2035 through its Delivery Program. The LTFP seeks to answer the following 
questions: 

 
• Can we survive the financial pressures of the future? 
• What are the opportunities for future income and economic growth? 
• Can we afford what the community wants? 
• How can we go about achieving these outcomes? 

 
In particular, this plan will model the financial implications of the Making Tracks – 2035 strategies 
and maintain existing facilities and infrastructure based on a range of assumptions and within financial 
and other known constraints. 

 
2.3 Long-Term Financial Plan 

 
Council has a long-term financial forecasting model developed by Morrison Low, local government 
consultants. This provides a ten-year budgetary projection (from a profit and loss and cash flow 
perspective). The model was used to prepare this LTFP and will be reviewed annually. 

 
The model has now been updated to include the latest results and budget information. It has also 
been informed by updated asset management planning documents, a Workforce Management Plan, 
and a range of assumptions based on the best available data to guide forward projections. This forms 
the basis for the ten-year forecast presented in this LTFP. 

 
This LTFP is being prepared to support the new Delivery Program and SRV application. 
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3. LONG TERM FINANCIAL SUSTAINABILITY 

3.1 How do we define long term financial sustainability? 
 
A financially sustainable Council can fund ongoing service delivery and renew and replace assets 
without imposing excessive debt or rate increases. This definition has been translated into four 
fundamental financial sustainability principles: 

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

enough revenue to fund operational expenditure, debt repayment, and depreciation. This 
does not necessarily mean that Council needs to have an operating surplus every year, but 
it does mean that Council makes operating surpluses over the longer term. 

 
• The Council must maintain sufficient cash reserves to meet its short-term working 

capital requirements. 
 

• The Council must have a fully funded capital program, where the funding source is 
identified and secured for both capital renewal and new capital works. 

 
• The Council must maintain its asset base by renewing identified ageing infrastructure 

and ensuring cash reserves are set asides for those works yet to be determined. 
 
3.2 How financially sustainable is Council currently? 

 
They also show that Council had $5.7 million in cash and owed $8.1 million in borrowings as at the 
30 June 2022. 

 
The following performance indicators measure Council's broader financial performance and 
position and confirm that Council needs to adequate fund assets to maintain meeting these target 
ratios. The indicators measure both recurrent operations and capital sustainability. These same 
indicators have been used to review Council's LTFP forecasts to assess the organisation's long-term 
financial health and its capacity to fund any proposed delivery program. 

The most recent Audited Consolidated Financial Statements, as of 30 June 2022, resulted in a 
$2,863,000 operating surplus (excluding income for capital purposes). 
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Table 1: 2021/22 Financial Performance Ratios 
 

 
RATIO 

 
CALCULATION WHAT IS BEING 

MEASURED? 
SUSTAINABLE 
TARGET 

2021/22 
ACTUAL 

RATIO 

 
 
Operating 
Performance 
Ratio 

Total operating result 
excluding revenue for 
capital purposes 
divided by total 
operating revenue 
excluding revenue for 
capital purposes. 

 
Is the Council 
sustainable in terms of 
its operating result? 

 
 

Greater than zero 

 
 

9.30% 

 
Own Source 
Operating 
Revenue 

Total operating 
revenue excluding all 
grants and 
contributions divided 
by total operational 
expenditure 

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

Over 60% 
Sustainable 
Less than 60% 
overly reliant on 
grants and 
contributions 

 
 

53.78% 

 
Unrestricted 
Current Ratio 

Current assets less 
external restrictions 
divided by current 
liabilities 

Does the Council have 
enough unrestricted 
cash to meet its short- 
term debt servicing 
needs? 

 
 

>1.5 

 
2.58x 

 
 
Cash Expense 
Cover Ratio 

Current years cash 
and cash equivalents 
plus term deposits 
divided by monthly 
payments from cash 
flow operating and 
financing activities 

 
How many months 
could the Council fund 
its existing cash and 
deposits? 

 
 

>3 months 

 
 

4.73 
months 

 
Debt Service 
Cover Ratio 

 Can the Council cover 
its debt repayments 
from cash generated 
from operations? 

 
>2 

 
4.41x 

Asset renewal 
ratio 
(buildings and 
infrastructure) 

 
Asset renewal 
expenditure divided 
by depreciation 

Monitors the rate at 
which the Council is 
renewing its assets 
relative to its use of the 
assets. 

 
Benchmark >100% 

 
112% 

 
 
Infrastructure 
Backlog Ratio 

Estimated cost to 
bring assets to 
satisfactory condition 
divided by net 
carrying amount of 
infrastructure assets 

Measures ratio of 
renewal backlog against 
the net carrying value 
of assets - reflects the 
success of strategies to 
invest in asset renewals. 

 
 

Benchmark <2% 

 
 

5.9% 

Asset 
Maintenance 
Ratio 

Actual maintenance 
costs divided by 
required maintenance 
costs 

Measures the level of 
maintenance costs 
required to maintain 
current assets. 

 
Benchmark >100% 

 
102% 
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4. FINANCIAL MANAGEMENT IN COUNCIL 

4.1 Regulatory Environment 

Council operates in a highly regulated environment driven by legislation and state strategies such as: 
 

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

conduct its business; and 
- NSW State Plan. The State Plan: A New direction for NSW defines the overarching 

goals and outcomes that the NSW Government has set for this state and shapes public 
policy. 

- The NSW Local Government State Award. 
 
4.2 Financial Environment - Rate Pegging 

The Council's ability to align rating revenues with the increased cost of providing local government 
services has been restrained by rate pegging, a legislative instrument whereby IPART NSW sets the 
maximum increase in rating revenues. 

 
4.3 Financial Environment – The State of the Council's Finances 

While the Council faces challenges generating sufficient revenue to balance the budget, it is 
reasonably financially sound at the Consolidated Fund level however, when looking at the General 
Fund in isolation, by 2026 that fund is financial unsustainable. This can be addressed by reducing 
existing levels of service or increasing revenue through a special rates variation. 

 
As of 30 June 2022, Council had external borrowings of $8.1 million and cash reserves of $5.7 
million. The total carrying value of infrastructure and land assets was $177.1 million, while the total 
liabilities were $14.1 million. 

 
Most of the critical financial ratios outlined in table 1 above are not within industry benchmarks; 
however, Council is above the norm for the Asset Renewal, Asset Maintenance and Debt Service 
ratios. The financial ratios are being addressed by implementing the SRV proposed in this document. 

 
Council has a sound base and the ability to borrow if required. The fundamental issue faced by Junee 
and other NSW Councils is the restriction on the rate at which revenue can be increased. While 
Council can borrow to fund new works and renewals, it has limited capacity to increase revenues 
to service the additional debt. 

 
Council also faces a fundamental imbalance between its annual operating revenues and the annual 
operating costs, including depreciation. This imbalance is projected to grow over this LTFP, as 
demonstrated in the base case scenario. Further, both scenarios highlight the increasing costs of 
maintaining services at their current high levels. 

 
4.4 Financial Environment - Balancing the Budget 

Council's budget continues to face significant pressures, including: 
 

• An increasing burden as a result of cost-shifting from other levels of government. 
• Additional costs of construction, particularly the cost of engaging contractors. 
• Increasing costs to procure goods and services have been consistently higher than rate 

pegging increases as determined by IPART. 
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• The increased cost of fuel and fuel-based product costs. 
• Increased reporting and compliance burdens. 
• Greater competition in allocating external funding, such as the Financial Assistance Grants. 

 
The above factors mean that, as with many Councils in NSW, Junee Shire is faced with an income 
gap, with costs increasing at a greater rate than revenues and a minimal cash buffer to absorb it. This 
income gap in the past has been addressed through productivity gains and efficiency savings. Council 
also actively pursues grants, works collaboratively with neighbouring Councils and carefully 
manages its income and expenditure through sound financial reporting systems and regular 
budgetary monitoring. 

 
The achievement of annual improvement savings has been offset by a decrease in investment income, 
short term COVID-19 impacts. Further increasing cost burden placed on Council through 
compliance and reporting requirements are the key drivers generating operating deficits. The 
Council may need to consider raising rates or reducing non-core services to maintain its asset base. 

 
Council has worked hard to absorb as much as it can and aims to achieve a balanced budget each 
year without affecting service levels, essentially the outcome of the base case scenario. However, 
this is not sustainable because Council will face increasing deficits over time and run out of cash by 
2028-29 at a consolidated fund level and 2026/27 for the general fund. 

 
The SRV scenario shows that Council will be financially sustainable while maintaining services and 
undertaking a reasonable capital works program. 

 
4.5 Financial Management Principles 

In preparing the 2023-33 LTFP, the following underpinning principles have been used: 
 

• Council will endeavour to maintain its existing service levels to residents. 
• Continually look for ways to structurally realign resources and increase income 

opportunities without changes to service standards. 
• Services and infrastructure in any new areas will be provided when needed. 
• Council will continue to improve its capacity to fund its recurrent operations and renew 

critical infrastructure through sustainable financial decision-making. 
• Council will manage the existing financial constraints as much as possible. 

 
Council's LTFP is guided by many policies and strategies outlined below in conjunction with these 
principles. 

 
4.6 Rating Income Strategy 

 
Rating income is generated by a levy on properties within the Council area to provide local 
government services. Council continually reviews its rating structure to ensure it is fair and 
equitable. Each rating category and property will contribute to the rate levy according to the 
demands placed on Council's limited resources. Council's rates comprise: 

 
• Ordinary Farmland rate 
• Ordinary Residential Town rate 
• Ordinary Residential Rural & Village rate 
• Ordinary Business Town rate 
• Ordinary Business rate. 
• Stormwater Management Service Charge for residential $25 and business per square metre. 
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The rates for 2022-23 are shown in the table below: 
Table 2: Rates 2022-23 

 
Rating Structure 2022/23  - 1 July 2019 Base Date Land Va Rate Pegging 2.5%         

     
 

Notional 
Income 
2021/22 

         

  
Rate 

 
No. of 

 
Land 

 
Yield 

 
Base 

 
Base 

Ad 
Valorem 

Ad 
Valorem 

 
Base 

Ad 
Valorem 

 
Ad Valorem 

 
Total 

Rate / Charge Code Assess. Value Required Rate Rate Rate Rate Income Income Income Income 
    2022/23 % $ (c in the $)   Calculated Required  

Farmland 1/3 624 1,121,712,110 2,057,939 2,109,387 10.06% 340 0.169137 0.00169137 212,160 1,897,227 1,897,227 2,109,387 
Residential - Town 1/5 1,689 106,692,610 1,518,597 1,556,562 36.89% 340 0.920684 0.00920684 574,260 982,302 982,302 1,556,562 
Residential - Rural & Village 1/1 508 48,377,480 367,626.00 

318,470.00 
376,817 45.84% 340 0.421884 0.00421884 172,720 204,097 204,097 376,817 

Business - Town 1/4 122 10,955,100 326,432 12.71% 340 2.601088 0.02601088 41,480 284,952 284,952 326,432 
Business 1/10 59 3,085,030 63,017.00 64,592 31.06% 340 1.443501 0.01443501 20,060 44,532 44,532 64,592 
              

Total  3,002 1,290,822,330 4,325,649 4,433,790     1,020,680 3,413,110 3,413,110 4,433,790 

 

4.7 Domestic Waste Management Charges 
 
In addition, Council charges a Domestic Waste Management Charge to owners of rateable 
properties in the town and village areas. This covers the cost of general garbage, recycling, green 
waste and household clean-up and includes administration, service provision, state government 
charges and tipping fees. It also provides transfer services in rural areas. 

 
The Domestic Waste Charge will increase by 4% per annum under both scenarios. 

 
4.8 Sewer 

 
Council provides a reticulated sewerage service to the town of Junee. It recently commissioned a 
new state of the art sewerage treatment plant at the cost of $9 million. The plant provides for 30 
years of growth. 

 
Council has allowed for a 4% increase per annum in annual charges. 

 
Due to the new plant's high value, the amount of depreciation charged is high at about $400,000 per 
annum. This, along with loan repayment expenses of $176,000, means that the Sewerage Fund 
operating statement shows a loss of $269,000 in 2023, and not making a surplus until 2032/33. 

 
Although it is making a loss, the sewer fund generates sufficient cash surpluses due to less capital 
spending when compared to depreciation expense. So, the sewer fund is in a strong cash position 
and will contribute to a solid consolidated cash position. 

 
4.9 Investment Principles 

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

 
• Per the requirements of the Local Government Act (1993) and the Council's investment 

policy 
• In a manner that seeks to ensure the security of the Council's cash and investment portfolio, 
• That achieve appropriate earnings, and 
• Ensures there is sufficient liquidity to meet Council's business objectives. 
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The policy outlines: 
 

• How Council may invest funds. 
• The institutions and products which Council can invest in. 
• The reporting requirements, including benchmarking, of the Council's investment portfolio. 

 
Interest on investments is received on three types of funding: 

 
• General Fund revenues raised throughout the year from all sources of income, excluding 

reserves and developer contributions. 
• Reserves held until expended. 

Council has control over the interest on General Fund revenues and reserves. The interest Council 
makes on General Fund revenue is untied and forms part of the Council's consolidated revenue for 
distribution across services that restricted funds do not fund. 

 
After years of low inflation and low-interest rates, the economy has entered a high inflationary 
environment with higher interest rates. This will lead to higher returns for Council from its 
investments. 

 
4.10 Loan Borrowings 

 
Council has a relatively high level of loan borrowings, with no new borrowings proposed in the 
LTFP. 

 
Council uses debt (borrowings) to fund the cost of significant new community assets and smooth 
the expenditure of substantial asset renewals. However, any minor asset acquisitions and the 
required level of asset renewals (guided by the level of the annual depreciation charge) should be 
funded out of operating revenues. 

 
On 30 June 2022 Council had loans of $8,123,000. $5,480,000 of these were in General, and 
$2,643,000 were in the Sewer Fund. It pays up to $1,065,000 per year to service these loan 
borrowings. 

 
4.11 Cash Reserves and Restrictions 

 
Council has several cash reserves that are either a legislative requirement (externally restricted) or 
were made through a Council decision (internally restricted). 

 
Establishing cash reserves is a financial management strategy to provide funds for future expenditures 
that could not otherwise be financed during a single year without material impact. 

 
The balance of cash reserves as of 30 June 2022 was $5,749,000 comprising: 

 
• Externally restricted reserves $3,784,000 
• Internally restricted reserves $1,795,000 
• Unrestricted cash $170,000 

 
The table on the following page outlines the various reserves Council has established, the funds 
available in each, and the purpose of the reserve. Externally restricted reserves can only be used for 
the purpose they were collected. 

• Developer contributions held until expended.
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Table 3: External Restrictions as of 30 June 2022 
 

 
RESERVE 

BALANCE 
30/06/2022 
$’000 

 
PURPOSE OF RESERVE 

Externally restricted reserves 

Sewer Fund $1,156 Cashflow for providing the assets and service. 

 
Unexpended grant funding 

 
$1,933 

This holds the balance of grants received for 
specific purposes yet to be spent. 
These funds can only be used for the purpose they 
were granted to Council. 

Community Transport $103 This reserve holds the balance of the lease 
payments for recently replaced motor vehicles. 

Stormwater Management $34 This reserve holds the balance of the Stormwater 
Management Charges that have not yet been spent. 

Emp Leave Ent Sewer & Waste $173 Sewer & DWM leave entitlements not yet taken 

Domestic Waste Management $175 Cashflow for providing the DWM service 

Developer Contributions $210 Levies on Developers under S7.12 Plan 

Total external reserves $3,784  

 

Table 4: Internal Restrictions as of 30 June 2022 
 

 
RESERVE 

BALANCE 
30/06/2022 
$’000 

 
PURPOSE OF THE RESERVE 

Internally restricted 
reserves 

Employees leave entitlement $356 Leave entitlements accrued by staff but not yet 
taken. 

Financial Assistance Grant $624 Financial Assistance Grant paid in advance 

Property Reserve $479 Property sale proceeds still to be matched with loan 

Asset Management $250 Plant, Vehicle replacement and Gen Fund Works 

Bonds, Deposits & Other $86 Bonds and Deposits held on behalf of other 
organisations. 

Total internal reserves $1,795  

 
Council's reserves are considered as funding sources in the budget process. 

 
4.12 Developer Contributions 

 
The Environmental Planning and Assessment Act (1979) enables Council to levy contributions for 
public amenities and services required due to development. In 2021 Council adopted a new 
Sect 7.12 Developer Contributions Plan. The levy has been set at 1% on developments over 
$100,000. The amount collected varies wildly but averages about $150,000 per annum. From 
2021/22 Council has commenced putting these contributions through a reserve rather than 
spending them directly. 
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4.13 Discretionary and Regulatory Fees and Charges 

The Council can raise revenues by adopting a fee or charge for services or facilities. Fees and charges 
are reviewed annually in conjunction with preparing the yearly budget. 

 
The fees and charges which Council can charge can be split into two categories: 

 
1. Regulatory fees - these fees are generally determined by state government legislation and 

primarily relate to building, development or compliance activities. Council has no control 
over the calculation or annual increases of these fees and charges. 

 
2. Discretionary fees - The Council can determine the charge or fee for discretionary works 

or services such as community facilities and community services. 
 
This LTFP typically increases fees and charges by an assumed CPI of 2.5%. 

 
4.14 Asset Disposal and Investment Strategy 

The majority of the Council's property assets deliver on services such as: 
 

• Transport infrastructure 
• Environmental services, such as stormwater management 
• Community facilities 
• Operational assets, including administration buildings. 

 
The only asset sales forecast in this LTFP is the sale of plant and equipment traded in on replacement. 

 
4.15 Asset Management 

4.15.1 Junee Shire Council Asset Management Strategy 
 
Junee Shire Council is the custodian of assets with a replacement value of $239 million and a 
depreciated value of approximately $165 million as of 30 June 2022. 

 
The six infrastructure asset classes included in the Asset Management Strategy and their values are 
detailed in the following table. 

 

ASSET CLASS REPLACEMENT 
VALUE DEPRECIATION NETT CARRYING 

AMOUNT 

Roads and Bridges $88,431,000 $40,053,000 $48,378,000 

Sewerage $28,928,000 $9,425,000 $19,503,000 

Footpaths $3,550,000 $1,128,000 $2,422,000 

Buildings $31,414,000 $15,746,000 $15,668,000 

Stormwater $18,444,000 $7,755,000 $10,689,000 

Bulk Earthworks $68,764,000 $0 $68,764,000 

Total $239,531,000 $74,107,000 $165,424,000 
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Asset Maintenance Spending Benchmark 

The following two graphs show Council's Asset Renewal Ratio and Maintenance ratio, two critical 
asset performance ratios, for the base case. 

 
Asset renewal ratio 

 
 
 

 

This ratio is a crucial indicator of financial sustainability. It indicates whether a Council is spending 
enough on asset renewals to maintain its assets in their current condition. The target ratio is 100%, 
and 90% to 110% is considered acceptable. One can see that the ratio in future years does not meet 
the benchmark of 100%. If Council were to get the SRV, it would have more money to spend on 
asset renewals to meet this benchmark. 

 
Asset maintenance ratio 
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The base case shows that Council is spending more than an adequate amount on maintenance. In 
reality this level of maintenance expenditure would not be able to continue in the base case – 
scenario. 

 
4.16 Workforce Plan 

 
Council has developed a Workforce Plan that has been re-endorsed as part of the Resourcing 
Strategy for both scenarios. The plan highlights that Council is also faced with the challenge of 
retaining and attracting skilled staff in competitive market. 

 
4.17 Long-Term Financial Plan assumptions 

The LTFP requires Council to identify all material items of revenue and expenditure and determine 
the external and internal influences that could significantly impact Council's finances. 

 
The following underpinning principles have been adopted in preparing the LTFP. There will also be 
further analysis during the exhibition period of the draft LTFP that will consider the impact of the 
higher inflationary environment being experienced. 

 
4.17.1 Inflation 

 
Table 5: Inflation 

YEAR 2022-23 2023-24 2024-25 2025-26 
ONWARDS 

CPI 2.2% 2.2% 2.3% 2.3%-2.5% 

 
While Council will have a growing population and a resulting increase in the number of dwellings, 
the amount of revenue available to fund services will not increase at the same rate as the population 
growth but is instead driven by the increase in the number of dwellings. The projected additional 
revenue from rates growth ranges from 0.7% to 2.5% per annum and will be needed to fund existing 
services. 

 
4.17.2 Interest rate movements 

 
Council has used 2.5% as the investment interest rate over this LTFP. No new borrowings are 
proposed. 

 
4.17.3 Revenue and expenditure assumptions 

 
The following tables outline Council's planning assumptions by revenue and expenditure types. 
Included is a brief description of how the Council has determined this assumption and the external 
influences that impact the assumption. 

 
Note: The assumptions included in the following tables could have a material impact on Council 
finances. 
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Table 6: Rates budget assumptions 
 

RATES BUDGET 
ASSUMPTIONS FACTOR 2022-23 FACTOR 2023-24 TO 2032-33 

Minister’s allowable increase 2.5% 2.5% 

 

Table 7: Key revenue and expenditure assumptions 
 

REVENUE BUDGET 
ASSUMPTIONS ALL 
SCENARIOS 

 
2022-23 

 
2023-24 

 
2024-25 

 
2025-26 

 
2026-27 2027-28 

ONWARDS 

Annual charges 4.0% 4.0% 4.0% 4.0% 4.0% 4.0% 

Fees and charges 2.5% 2.5% 2.5% 2.5% 2.5% 2.5% 

Other revenues 2.5% 3.0% 3.0% 3.0% 3.0% 3.0% 

Capital revenues 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 

 
Table 8: Expenditure budget assumptions all scenarios 

 

EXPENDITURE BUDGET 
ASSUMPTIONS ALL 
SCENARIOS 

 
2022-23 

 
2023-24 

 
2024-25 

 
2025-26 

 
2026-27 2027-28 

ONWARDS 

Employee benefits and on 
costs 2.0% 2.5% 2.5% 2.5% 2.5% 2.5% 

Materials and contracts 2.5% 2.5% 2.5% 2.5% 2.2% 2.2% 

Other expenditure 2.5% 2.5% 2.5% 2.5% 2.5% 2.5% 

Depreciation 2.0% 2.2% 2.2% 2.2% 2.25% 2.25% 

 

Table 9: Capital expenditure assumptions 
 

CAPITAL EXPENDITURE 
AND REVENUE 2022-23 TO 2031-33 

Scenario One: Base Case 

New works 

Other 

Per Capital Works Program 

As per the Capital Works program 

Nil 
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CAPITAL EXPENDITURE 
AND REVENUE 2022-23 TO 2031-33 

Scenario Two: SRV Case 
 

New works 

Other 

Per the Capital Works Program, 
plus an additional $250,000 of 
Asset Renewals. 

 
As per Capital Works Program 

Minor asset purchases. 

 
 

5. SCENARIO ONE - BASE CASE 

Being mindful of the economic environment challenges identified in section 5.4, Council aims to 
balance the budget with an operating surplus over the longer term. Even though the Council has 
made some significant savings, these have been offset by a decrease in investment income, short 
term COVID-19 costs, and increased reporting and compliance burdens 

 
5.1 Introduction 

 
The Base Case is premised on Council having its assets fit for purpose to have Council in a position 
to deliver services to the existing standard without the additional revenue from the SRV. Assets are 
critical in the delivery of Council services and, if not to standard, often lead to deterioration of 
asset condition and the intensification of complaints from users. 
Under this scenario, a ten-year infrastructure asset renewal program has been developed, the same 
as SRV Case, including the addition of $250,000/year for asset renewals. The program has been 
designed to mitigate the deterioration of the Council's asset base but cannot be funded in the 
medium to long term. 

 
The consolidated financial outcome of Base Case is a small operating surplus in 2023 and deficits 
after that. Even the surplus in 2023 is only due to capital funding. If that is taken out, the Council 
still makes a loss. 

 
5.2 Components included in the scenario 

 
• The requirement for planning for financial sustainability is not achieved. 
• Additional capital expenditure of $250,000 per year for asset renewals over the term of the 

LTFP. 
• IPART NSW set a rate increase of 2.5% for 2022-23, with no population growth factor. 
• Rates growth has been forecast at 2.5% per annum. 
• The known resource requirements of the Workforce Management Plan are included in LTFP. 
• The maintenance, rehabilitation and new capital expenditure program are based on the 

requirements in the Asset Management Strategy. 
• There are no new borrowings. 
• As outlined in section five, the base inflation and growth assumptions have been applied. 
• Only known capital grants have been allowed for in future years. 

 
 
5.3 Sustainability assessment 

 
The forecast financial position of scenario one has been assessed to the four economic sustainability 
principles. 
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5.3.1 First Principle: Fully Funded Operating Position: 
 
The Council must achieve a fully-funded operating position reflecting that Council collects 
enough revenue to fund operational expenditure and depreciation. 

 
Council's consolidated operating position is generally in deficit and tends to worsen the further we 
look into the future. 

 
Council will have insufficient money for any additional services and will not fully fund its Capital 
Works Program. It will need to reduce its high level of services in areas such as Parks and Gardens 
and the recreation centre to support a fully-funded Capital Works Program. 

 
The following graph shows the operating performance ratio over the term of the LTFP. As the ratio 
remains negative, this indicates an unsustainable position. 

 
Figure 1: Consolidated Fund Operating performance ratio – base case 

 

Before capital grants, the net operating performance ratio measures Council's ability to contain 
operational expenditure within operating revenue. 

 
The Base Case forecasts a period of operating deficits. Continuing operating deficits are not 
sustainable in the longer term. The significant drop in 2023 is due to the prepayment ¾ of Financial 
Assistance Grant (FAGs) in 2022. 

 
5.3.2 Second Principle: Maintenance of adequate cash reserves: 

 
The Council must maintain sufficient cash reserves to ensure that it can meet its short-term 
working capital requirements. Using this scenario, the Council will run out of cash in 2029 at the 
consolidated fund level. 

 
The only ways to arrest this slide would be significant cuts in service levels and capital works. 
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Figure 2: Consolidated Cash balances – Base Case 

 

5.3.3 Third Principle: Fully-funded Capital Works Program: 
 
The Council must have a fully-funded capital program, where the funding source is identified 
and secured for both capital renewal and new capital works. 

 
Council cannot fund its 10-year capital works program with the base case scenario. 

 
5.3.4 Fourth Principle: Maintain its Asset Base: 

 
The Council should maintain its asset base by renewing identified ageing infrastructure and 
ensuring cash reserves are set aside for those works yet to be determined. 

 
According to the Asset Management Strategy, the Base Case cannot fund a sufficient asset renewal 
expenditure to maintain the community's assets. 

 
This scenario incorporates an adequate asset maintenance program that achieves more than 100% 
of required maintenance over the LTFP period. 

 
Cash reserves will be utilised as required to fund renewal. Externally restricted cash cannot be used 
for expenditure on the renewal of community infrastructure. This scenario forecasts that the 
Council will not be financially sustainable if it funds the required Asset Renewals and maintenance. 

 
5.4 Base Case summary 

 
The consolidated operating position remains in deficit for the life of the LTFP. This is not sustainable 
and the future will either require a reduction in services levels or capital works. 

 
Council's cash position remains weak, and relies on cashflow from the sewer fund. These funds are 
externally restricted and cannot be used for General Fund operations. 
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Operating Result by Fund (excl. Capital Grants) $000's 
4000 
 
3000 
 
2000 
 
1000 
 

0 
2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 

-1000 
 
-2000 
 
-3000 
 
-4000 

General Excl Capital DWM Sewer 

Increased costs eat up additional revenue from the projected rate cap. It is insufficient to fund 
existing services, and the capital works program required by the asset management strategy. 

 
5.5 Sensitivity analysis 

 
The data in the Base Case has been presented on a consolidated level in the above overview. 
However, when looking at the Sewer, Waste and General Funds as separate entities, it demonstrates 
some additional weaknesses in the General Fund that are masked when looked at in a consolidated 
view. 

 
Figure 3: Operating Result by Fund 

 

 
 
6. SCENARIO TWO – SRV CASE 

6.1 Introduction 

The SRV Case is based on increasing rates to meet the community's high service level expectations, 
and the 10-year capital works program. Scenario two retains the underlying strategy relating to asset 
sustainability, ensuring the appropriate spending on infrastructure maintenance and renewal is made. 
This can only be achieved by increasing income rates through a special variation. Council has minimal 
cash reserves and limited ability to derive additional revenue through levying fees and charges. 

 
As applied under scenario one, the existing Capital Works Program still applies under scenario two, 
with an additional $250,000/yr included for asset renewals. Scenario two's Capital Works Program 
is fully funded by increasing rating income. 

 
With the introduction of an SRV, the financial outcome result is operating surpluses for all forecast 
years, totalling $1.309 million. These outcomes enable Council to achieve economic sustainability. 



Long Term Financial Plan 2023-33 

Page 23 

 

 

Operating Performance Ratio % 
10 

 
5 

 
0 

2020  2021  2022  2023  2024  2025  2026  2027  2028  2029  2030  2031  2032  2033 

-5 
 

-10 
 

-15 
 

-20 
 

-25 

Operating Performance Ratio 

6.2 Components included in the scenario 
 
All of the elements from the base case scenario are retained, with the additional components being 
that it: 

 
• Adoption of SRV for rating income purposes of 15% in 2024 and 10% in 2025. 
• The requirement for planning for financial sustainability is achieved. 
• Initiatives expenses (budgeted savings) have been implemented, offset by increased 

compliance costs and decreased revenues from Council contract with Transport for NSW 
for road maintenance. 

• Additional capital expenditure of $250,000 per year for asset renewals over the term of the 
LTFP.  

• IPART NSW had set a rate increase of 2.5% for 2022-23, with no population growth. 
• Rate peg growth has been forecast at 2.5% per annum. 
• The known resource requirements of the Workforce Management Plan are included in LTFP. 
• The maintenance, rehabilitation and new capital expenditure program are based on the 

requirements in the Asset Management Strategy. 
• There are no new borrowings. 
• Only known capital grants have been allowed for in future years. 

 
6.3 Sustainability assessment 

 
The forecast financial position of scenario two has been assessed with the four economic 
sustainability principles. 

 
6.3.1 First Principle: Fully Funded Operating Position 

 
The Council must achieve a fully funded operating position reflecting that Council collects 
enough revenue to fund operational expenditure and depreciation. 

 
Council's operating position is primarily in surplus and improves marginally throughout the LTFP. 

 
Figure 4: Consolidated Fund Operating performance ratio – SRV case 
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This scenario projects total operating surpluses of $1.309 million over the ten years. The significant 
drop in 2023 is due to the prepayment ¾ of Financial Assistance Grant (FAGs) in 2022. 

 
6.3.2 Second Principle: Maintenance of adequate cash reserves: 

 
The Council must maintain sufficient cash reserves to meet its short-term working capital 
requirements. 

 
The adoption of an SRV allows the Council to improve its cash reserves for the LTFP. 

 
Figure 5: Consolidated Fund Cash balances – SRV case 

 

6.3.3 Third Principle: Fully-funded Capital Works Program: 
 
The Council must have a fully funded capital program, where the funding source is identified 
and secured for both capital renewal and new capital works. 

 
Under the SRV Case, Council has a fully-funded capital works program. 

 
6.3.4 Fourth Principle: Maintain its Asset Base: 

 
The Council should maintain its asset base by renewing identified ageing infrastructure and 
ensuring cash reserves are set aside for those works yet to be determined. 

 
The SRV Case provides a sufficient asset renewal expenditure to maintain the community's assets 
in line with the Asset Management Strategy. 

 
6.4 Sensitivity analysis 

 
With the introduction of an SRV, it is forecasted for the General Fund to generate surpluses from 
the 2024-25 financial year whilst still meeting the community's service level expectations and 
financially supporting a fully-funded 10-year capital works program. 
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Figure 6: Operating Result by Fund 
 

 
 
 
7. LONG-TERM FINANCIAL SUSTAINABILITY 

7.1 Conclusion 
 
The LTFP provides a roadmap for managing the Council's financial resources and processes and is 
aligned with the objectives and priorities of the Council's Delivery Plan. The LTFP establishes the 
framework under which sound and sustainable financial decisions can be made, outlines the 
economic environment that Council operates in, and identifies the strategy's significant challenges. 

 
Within the framework, guidance is provided to support decision-making regarding capital and 
operating revenue and expenditure, asset and service management levels, and procurement 
operations. 

 
The Council measures the effectiveness of its plans through the LTFP, a series of strategies govern 
that, planned responses and associated financial stability and sustainability targets to measure 
performance. 

 
It must also be recognised that financial sustainability cannot occur without a robust underlying asset 
management system. The alignment of asset management and economic sustainability outcomes are 
critical to the success of the LTFP, as will the identification of appropriate service levels to support 
the community. 

 
Financial sustainability is a legislative requirement. The LTFP is considered necessary to ensure 
Council acts responsibly in allocating scarce resources and avoids a situation in which economic and 
infrastructure capital are not maintained at appropriate levels, thereby leaving liability for future 
generations. 



Long Term Financial Plan 2023-33 

Page 26 

 

 

To ensure Council can continue to achieve financial sustainability with the scarce resources available 
and meet the needs of community expectations, Council will need to evaluate further any proposed 
changes in services and asset spending levels under the base case. 

 
Another critical risk to Council's financial sustainability under the base case is a lift in recurrent 
expenditure without an associated lift in recurrent funding sources. Areas where this could occur, 
are employee costs and materials and services or imposed compliance costs from over tiers of 
government . Suppose recurrent spending increases by more than what is assumed in the forecast. 
The Council will be required to undertake corrective change as the financial sustainability ratios are 
unsustainable. 
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8. FINANCIAL STATEMENTS AND KEY PERFORMANCE INDICATORS 

8.1 Base Case 
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8.2 SRV Case 
 
 



Long Term Financial Plan 2023-33 

Page 40 of 50 

 

 

 
 
 
 

 



Long Term Financial Plan 2023-33 

Page 41 of 50 

 

 

 
 

 



Long Term Financial Plan 2023-33 

Page 42 of 50 

 

 

 
 
 
 

 



Long Term Financial Plan 2023-33 

Page 43 of 50 

 

 

 

 



Long Term Financial Plan 2023-33 

Page 44 of 50 

 

 

 

 



Long Term Financial Plan 2023-33 

Page 45 of 50 

 

 

 

 



Long Term Financial Plan 2023-33 

Page 46 of 50 

 

 

 
 

 



Long Term Financial Plan 2023-33 

Page 47 of 50 

 

 

 

 



Long Term Financial Plan 2023-33 

Page 48 of 50 

 

 

 

 



Long Term Financial Plan 2023-33 

Page 49 of 50 

 

 

 
 
 

 



Long Term Financial Plan 2023-33 

Page 50 of 50 

 

 

 
 
 
 

 


	1. EXECUTIVE SUMMARY
	2. INTRODUCTION
	3. LONG TERM FINANCIAL SUSTAINABILITY
	4. FINANCIAL MANAGEMENT IN COUNCIL
	5. SCENARIO ONE - BASE CASE
	6. SCENARIO TWO – SRV CASE
	7. LONG-TERM FINANCIAL SUSTAINABILITY
	8. FINANCIAL STATEMENTS AND KEY PERFORMANCE INDICATORS

