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INTEGRATED PLANNING AND REPORTING FRAMEWORK 

 

This Long Term Financial Plan makes up one of three parts of Council’s 

Resourcing Strategy as required under the NSW Local Government Integrated 
Planning and Reporting framework: 
 
 

 

 
 

 
 

 
 
 

 
 

 
 
 

 
 

 
 
 

 
 

 
Figure 1:  Integrated Planning & Reporting Framework 

 

The Integrated Planning Framework encourages and supports the implementation 
and review of plans relating to the Financial, Asset and Workforce contributions to 

Tenterfield Shire Council. Through sound financial planning, strategic asset 
management and the development of a strong and diverse workforce, the Council 
can continue to address and improve its long term sustainability and deliver the 

outcomes desired by the community. 
 

The Resourcing Strategy informs, influences and ultimately reflects Council’s 

Community Strategic Plan which outlines the needs and aspirations of the people 

of Tenterfield Shire both now and into the future. Accordingly all of the plans 

contained within the Resourcing Strategy provide key input in shaping both the 

Delivery Program (4 years) and Operational Plans (annual) of Council. 
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INTRODUCTION 

 

This Long Term Financial Plan has been prepared to: 

 

 Confirm and communicate Council’s financial objectives and forecasts for 

the planning period to the community and all of Council’s stakeholders; and 

 

 Guide the preparation of Council’s Annual Budget and Delivery Program 

within the context of long term financial sustainability. 

 

The Plan provides a framework for sustainable financial management balancing 

our environmental, social, economic and governance objectives whilst delivering 

services and facilities to the people of the Tenterfield Shire Council area. 

 

The Plan provides direction for future service planning and is a critical tool in 

identifying, leveraging and managing Council’s key strengths, risks and 

opportunities with regard to Council’s ongoing capacity and long term financial 

stability. It also provides a prudent and sustainable financial framework for the 

longer term from which Council will develop its Operating and Delivery Programs. 

 

The Plan is not a static document and will be reviewed annually as part of Council’s 

strategic planning and budget process to ensure it remains reflective of the 

prevailing internal and external environment. 

 

AIM OF THIS PLAN 

 

 Establish a long term financial direction encompassing appropriate 

performance measures against which Council’s strategies, policies, plans 

and financial performance can be measured. 

 Establish a robust and prudent financial framework, to which strategies can 

be integrated to achieve planned outcomes. 

 Assist in eliminating strategic financial risks and identify Council’s financial 

strengths and opportunities to be leveraged. 

 Ensure that Council complies with sound financial management principles, 

as required by legislation and adopted plans for the long-term financial 

sustainability of Council. 

 

BACKGROUND 

 

Like the majority of Councils in NSW, Tenterfield Shire Council faces a major 

challenge in funding its ongoing services whilst simultaneously maintaining and 

replacing its community assets in a manner in which to ensure their capacity into 

the future, whilst at the same time ensuring that rates remain at an equitable and 

affordable level throughout the community. 
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The growth in the cost of labour and materials, increasing demand for services 

and the shifting of costs from other levels of government, all combine with a 

legislative cap on revenue generated from rates, (rate pegging), to create a 

challenging financial environment to work within.  

 

Therefore at the core of Tenterfield Shire Council’s future financial sustainability 

will be the ability to adapt and respond to the challenges we face in delivering 

services more efficiently, provide increasing operational productivity and 

developing opportunities to generate additional revenue sources. 

 

Long Term Financial Planning (LTFP) is vital for informing Council, our community 

and other stakeholders about the long term financial position and sustainability of 

our organisation. The aim of our Plan is not only to ensure the financial 

sustainability of Council over the longer term, but also to provide for the 

appropriate maintenance and replacement of Council’s assets into the future. 

 

The Long Term Financial Plan will provide but not be limited to the following key 

benefits: 

 

 It provides an indication of the future financial position and performance of 

Council; 

 A projection of the holistic long term costs of decisions to fully inform debate 

and ultimately strategic decision making; 

 A tool to assist Council to determine the financial sustainability of both 

current and projected future service levels; 

 A method to determine the risks in adopting future strategic directions; 

 The capability for Council and the community to test the outcomes of 

scenarios resulting from different policy settings and service levels; 

 A mechanism to test the robustness and sensitivity of key assumptions 

underpinning a range of strategic planning alternatives; and 

 A vital contribution to the development of Council’s Asset Management 

Strategy and all of Council’s plans. 

 

CURRENT FINANCIAL POSITION 

 

The audited Financial Statements at the 30th June 2016 showed cash and 

investments of $12.245 million, being made up of Externally Restricted cash 

reserves (such as Water, Sewer, Domestic Waste, Developer Contributions and 

unexpended grants) totalling $5.337 million, Internally Restricted cash reserves 

totalling $4.745 million and Unrestricted cash reserves of $2.163 million. 

 

Council’s current financial position is sound with a General fund operating surplus 

before grants and contributions of $1.339 million; and an operating surplus for all 

funds (including water and sewerage) of $1.435 million. 
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The key performance measures upon which Council is measured are as follows for 

2015/16: 

 

 Operating Performance Ratio – 9.75% (should be greater than 0) 

 Unrestricted Current Ratio – 4.67:1 (above 1.5:1 is considered healthy) 

 Debt Service Cover Ratio – 8.90x (above 2.0 is considered healthy) 

 Own Source Operating Revenue Ratio – 51.43% (above 60% is considered 

desirable) 

 Rates & Annual Charges Outstanding Ratio – 5.96% (below 10% is 

considered acceptable)  

 Cash Expense Cover Ratio – 10.76 months (above 3.0 is considered 

healthy) 

 

MAJOR REVENUE SOURCE 

 

Rating 

Income from rates and annual charges forms a considerable part of Council’s total 

overall revenue, equating to 34.95% of total income for the 2015/16 financial 

year. Rating income is generated from four rating categories, being residential, 

business, farmland and mining. 

 

Tenterfield Shire Council’s rate base consists of approximately 5,000 rateable 

properties which in 2017/18 are estimated to supply general rates of 

approximately $4.31 million across the four categories. This income constitutes a 

significant funding source for the delivery of services to the Tenterfield Shire 

community. 

 

Council’s rates and annual charges revenue as a proportion of total revenue over 

the past 5 years were as follows: 

 

Year % 

2016 34.95 

2015 33.87 

2014 38.28 

2013 32.75 

2012 30.07 

 

 

REVENUE STRATEGY 

 

The following items are to be pursued as a strategic means of growing our revenue 

base ultimately increasing income and reducing the reliance on any one revenue 

source: 
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 The complete review of all Business Plans and strategies for Council’s 

commercial business undertakings; 

 Identify opportunities to rationalise Council’s asset base; 

 Review service levels and service delivery methods; 

 Identify and seek additional grant funding; 

 Review Council’s Investment Policy; 

 A further investigation of expanded opportunities for resource sharing or 

joint tendering with neighbouring and other regional Councils; and  

 Review all developer charges to ensure that income is maximised as much 

as possible including a user pays philosophy. 

 

FINANCIAL PLANNING OBJECTIVES 

 

The key objective of the Long Term Financial Plan remains the achievement of 

financial sustainability across the short, medium and longer term whilst still 

achieving Council’s broader vision and community goals. 

 

The Financial Plan is based on the following key strategies: 

 

Sustainability 

 Provide spending on infrastructure renewal to ensure that Council’s physical 

assets are maintained to standards that provide functionality and 

serviceability. 

 Provide a pricing strategy for services based on Council’s preferred options 

for service delivery and subsidisation vs user pays principles. 

 New or expansionary community assets to be funded via property 

development and s64 and s94 developer contributions. 

 

Liquidity 

 Ensure Council has sufficient available cash to meet its debts as and when 

they fall due. 

 Avoid budgets where the liquidity ratios fall below target. 

 Utilise loan funds for renewal and replacement capital purposes and to 

achieve inter-generational equity in the absence of pre-established reserves 

to fund this expenditure. 

 Utilise a range of reserves to smooth cash flow, particularly in relation to 

large asset classes and unpredictable outlays such as Employee Leave 

Entitlement and Plant Replacement functions. 
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KEY FINANCIAL ASSUMPTIONS 

 

As part of undertaking financial modelling, key assumptions that underpin the estimates must be made. The following 

assumptions have been used in the modelling contain within this plan: 

 

 

 

Category Background Assumption 

Rates  

 

 

Final year of approved Special Rate Variation 2017/18 then economic 

growth parameters 

 

10.0% then 2.5% 

 

User Charges & Fees Based on average increase to Council's major operating inputs 3.0 to 5.0% 

Interest & Investment 

Revenue Average estimated return from prevailing market 2.5 to 3.5% 

Grants and Contributions - 

Operating Based on recent past index factors 2.50% 

Grants and Contributions - 

Capital Based on recent past index factors 2.50% 

Employee Costs  

Already established Award conditions plus average historical 

competency increases for Tenterfield Shire Council 3.25% 

Superannuation  

Average over 10 years based on wage changes plus proposed Super 

Guarantee increases 4.63% 

Materials & Contracts  Based on average increase to Council's major operating inputs 2.5 to 4.5% 

Borrowing Costs 

Based on average long term rates and current market quotes (plus 

access to T-Corp) 2.5 to 4.5% 
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FINANCIAL PERFORMANCE MEASURES 

 

Council measures its financial performance reporting in accordance with the Statement of Performance Measures contained 

within Note 13 of the Local Government Code of Accounting Practice and Financial Reporting. 

Council will review the Long Term Financial Plan each year as part of the development of the next annual Operating Plan. The 

review will include an assessment of the previous year’s performance in terms of the accuracy of the projections made 

compared with the actual results. The outcome will used to improve the accuracy of the Long Term Financial Plan over the 

longer term. The major indicators include: 

Measure What it measures Target Calculation 

Operating 

Performance Ratio 

Council's ability to keep operating expenditure at a 

level at our below operating revenue. >0% 

Operating revenue- Operating 

expense/Total Operating Revenue 

Debt Service Cover 

Ratio 

The availability of operating cash to service debt 

including interest, principal and lease payments 

>2.0x 

Operating result less capital grants & 

contributions excluding interest  and 

depreciation/Principal repayments 

and borrowing costs 

Cash expense cover 

ratio 

This liquidity ratio indicates the number of months a 

Council can keep paying for its immediate expenses 

without additional cash flow 
>3 

months 

Current years cash and term 

deposits/Payments from cash flow of 

operating and financing activities x 

12 

Rates & Charges 

Outstanding 

percentage 

The impact of uncollected rates and annual charges 

on Council's liquidity and the adequacy of recovery 

policy and efforts. <10% 

Outstanding rates and annual 

charges/Revenue from rates and 

annual charges collectible 

Building & 

Infrastructure 

Renewal Ratio 

Assess Council's ability to renew its Infrastructure 

assets compared with the consumption (depreciation) 

of those assets. 100% 

Value of asset renewals/Depreciation 

expense for the assets 
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FINANCIAL PLAN SCENARIOS 
 

In developing this long term financial plan two scenarios have been modelled. The 

first scenario is Council’s adopted position, the Sustainability Model, and illustrates 

Council’s projected financial performance and position over the next 10 years and 

the intergenerational equity and long term holistic sustainability that it provides.  

 

The second scenario is a form of Sensitivity Analysis where two unlikely but 

impactful events (shocks) have been modelled as a shock against the results of 

the Sustainability Model. The scenarios are as follows: 

 

1. Sustainability Model 

2. Sensitivity Analysis – ‘Shock’ Scenarios 
 

1. Sustainability Model  

 
The aim of this financial plan scenario is to present a model that is holistically 

sustainable for our community now and into the future. Accordingly this scenario 

has been developed to deliver on the community’s vision as detailed in the new 

Community Strategic Plan and is integrated with and informed by Council’s Asset 

Management Strategy and Workforce Management Strategy. 

 

This is Council’s adopted financial model and addresses Council’s long term 

infrastructure and service delivery needs. This is the adopted model upon which 

Council’s Delivery Program (4 years) and Operational Plan (1 year) are constructed 

giving further detail to the programs and projects to be delivered.  

 

The projected surplus (before capital grants) accumulated across the 10 year 

period for General Fund is $5.27 million. 

 

2. Sensitivity Analysis - Shock Scenario 

 

This sensitivity analysis/model portraits two examples of major shocks (whilst 

unlikely) on Council’s operations to demonstrate the potential impact of a major 

unforeseen shock on the long term financial projections. 

 

A. The freezing of the Federal Governments Financial Assistance Grant (FAG) to 

Councils for a further 10 years.  

 

Whilst extremely unlikely to eventuate, this scenario has been modelled to 

show the importance of this revenue source to the long term sustainability of 

our Council. The freezing of the FAG over the past three years has had a 

negative impact on Council’s financial performance and position and would not 

be able to be sustained into the future. 
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When the FAG was initiated it was equivalent in total to 1% of Federal Tax 

Revenue but as a result of changes to the allocation over the past decades and 

the recent three year freeze, this figure has fallen in real terms to almost half 

of that figure (0.58%).  

 

The reinstatement of the FAG to 1% of Federal taxation revenue is one of the 

five core strategic objectives of the Australian Local Government Association.  

The model shows that this ‘shock’ would eventuate in a reduction in total grant 

funding of over $6.34 million dollars over ten years which would completely 

wipe out the surplus of $5.27 million achieved in the Sustainability Model. This 

event would make Council unsustainable without a significant rating increase 

to off-set the lost revenue. 

 

B. A major increase in the projected remediation costs and/or cell construction 

costs at Council’s Waste Disposal facility. 

 

This shock scenario illustrates the impacts in terms of financial sustainability 

and service pricing resulting from a major change in the projected on-going 

remediation costs and/or the timeframes and costs for construction of new cells 

at Council’s Landfill Facilities. 

 

RISK ASSESSMENT/ANALYSIS 

 

The following risk factors have been considered in the development of this Long 

Term Financial Plan and whilst some factors would only have a minor impact on 

the projections, others could have a more significant impact. 

 

Areas which would have a particular impact on the projections, should they occur, 

include: 

 

 Estimates to fund infrastructure renewal, replacement and significant on-
going asset maintenance being inaccurate; 

 Rates increase being lower than anticipated; 

 Construction costs being higher than anticipated; 
 Utility expenses being higher than estimated; 

 Significant fluctuations in the rate of return for investments; 
 Workers Compensation insurance costs; 
 Further spikes in the payments required to the Defined Benefit 

Superannuation scheme; 
 Award determined staff related expenses increasing more than anticipated. 

 
There are also external factors beyond the influence of Council which could 

potentially impact most on the model, including: 

 

 Further cost shifting from other levels of Government; 

 Freezes to the indexation of recurrent operating grants; 
 Changes to the taxation regime; 
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 Changes to the Superannuation Guarantee legislation; 
 Forced amalgamation of Councils; 

 Natural disasters. 
 

 

 

 

 

 

 

 

 

 

 



Tenterfield Shire Council - Long Term Financial Plan 

Page 12 of 43 
 

FINANCIAL MODEL - SUSTAINABILITY MODEL  
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FINANCIAL MODEL – SENSITIVITY ANALYSIS/SHOCK SCENARIO 
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