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INTRODUCTION                   
 

The Long-Term Financial Plan (LTFP) is a planning and decision-making tool that shows the long-term financial impacts of Council’s decisions based on a set 
of assumptions. It is a requirement under the Integrated Planning and Reporting (IP&R) framework for NSW Local Government. Snowy Valleys Council’s LTFP 
is an important and central part of Council’s strategic planning process that spans a rolling 10-year period and is a document that is intended to remain 
flexible. The LTFP is reviewed and updated at least annually. 

The three key elements of the LTFP correspond to Council’s primary financial reporting documents, namely the income statement, the statement of financial 
position and the statement of cash flows. The income statement (or profit and loss statement) details Council’s operating revenue and expenditure 
associated with ongoing activities with a focus on the operating result which shows whether Council is spending more or less than it earns. The statement of 
financial position (or balance sheet) details changes in Council’s assets and liabilities. The statement of cash flows details where Council plans to generate 
and spend its cash in operating (ongoing) activities and capital programs (renewals, upgrades and new assets). 

The key focus of this updated LTFP is Council’s general fund which includes all activities except for water supply and wastewater businesses, which are 
accounted for separately under National Competition Policy requirements.  

Financial modelling has also been completed for Council’s Water Supply and Wastewater Funds, is included in this updated LTFP. 
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BUDGET ASSUMPTIONS                  
 

Rates 

Ordinary rates increase by 4.3%↑ in line with the current IPART rate peg for FY2025-2026. 

Annual Charges 

Annual charges increase as per the fees schedule for FY2025-2026 for the Waste, Water, Wastewater Funds and other charges, and then in line with the 
CPI. However, in the future Council utilities charges may change at a different rate depending on service level plans and infrastructure needs/upgrade. 
 
User Charges & Fees 

Rates, fees and charges increase in line with assumed CPI. Commercial works revenue is included in fees & charges revenue. 

Grants and other External Funding 

Operational grant funding is projected to decline by 16%↓ in FY2025-2026, with no extraordinary revenue has been included in the long-term forecast. In 
addition, capital grant funding is expected to reduce by 18%↓ compared to the FY2024-25 budget.  
 

Council will pursue funding with a preference for operational funding. Any new and upgrade proposals to service levels and asset infrastructure are 
thoroughly reviewed prior to funding submission and recommendations are based on whole-of-life costing, community benefit and affordability in the long-
term. Financially unsustainable projects will not be pursued. 
The Council's financial sustainability is dependent on maintaining grant funding levels. Over the longer term, as assets which are currently in good condition 
deteriorate, Council will need to increase its investment in replacements and to do so, it will need to draw on its operating income and its reserves unless 
additional grant funding can be sourced. 
 

Employee Costs and Organisational Structure 
The Council's organizational structure budget includes all current positions. Employee costs for the FY2025-26 budget have increased by 5%↑ compared 
to the current year's budgeted costs. The total salaries and wages budget for FY2025-26 is $23 million, excluding capitalized wages, and accounts for 37% 
of the Council’s ongoing expenses. 
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The FY2025-26 budget incorporates a 3% mandated wage increase under the Local Government Awards, superannuation guarantee increases, and staff 
progression within the award structure. Historically, award increases have exceeded the allowable rate peg. 
 

Materials & Services 

Materials and contracts account for 37% of the Council’s ongoing expenses, reflecting a 6%↓ reduction from the FY2024-25 budget. While material prices 
are expected to remain stable in 2025, labour costs are projected to rise. 

These expenses are projected to grow in line with, or slightly below, the CPI. However, high inflation and a tight labour market continue to exert pressure on 
materials and contract costs. 
 

Population Growth Projections  

The LTFP has been prepared based on a no-net population change basis. 

Indexation 

Materials and contract costs for FY2025–2026 have been set at known values where available or otherwise increased at or below the CPI rate of 3.6%. For 
FY2026–2027, an indexation rate of 3% has been applied, followed by a rate of 2.5% per annum for subsequent years of the forecast period.  
 

Asset Ownership, Management and Renewal 

Council is seeking to maximise the useful life of all assets and aims to achieve this by adequately funding maintenance and renewals. Council continues 
to manage assets in accordance with its adopted Strategic Asset Management Plan 2025-2026 within budget constraints. Council owned/controlled assets 
receive priority spending and Council will continue to review circumstances that have an impact on strategy, including condition assessment protocols, 
determining remaining asset lives and service levels. 

The forecast expenditure is just sufficient to meet the cost of predicted asset renewals, and thus avoids declining levels of asset conditions leading to more 
costly replacements, reductions in service levels and a backlog of renewals. Council is utilising the revenue from Roads to Recovery and other State and 
Commonwealth grants to help fund renewals and maintenance activities. 

A key assumption in the LTFP is that capital works are at least partially linked to external funding. Council may need to identify additional income sources 
and/or reduce the service levels provided should the level of grant funding decrease in future years. 
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Depreciation 

Depreciation accounts for approximately 21% of the Council’s consolidated operating expenses and is projected to increase marginally by 0.16% in FY2025–
2026. This slight increase is attributed to the completion of major infrastructure projects expected by the end of FY2024–2025. Depreciation is anticipated 
to remain proportionally consistent with overall expenditure throughout the forecast period. The financial projections assume a 3% annual increase in asset 
valuations from FY2025–2026 onward. As depreciation and maintenance costs are indexed to asset valuations, a gradual increase in these expenses is 
expected. Additionally, asset disposals are assumed at 25 cents for every dollar spent on renewals. 
 

Natural Disasters 

The Long-Term Financial Plan assumes that natural disaster impacts on public infrastructure will be funded from State / Commonwealth natural disaster 
arrangements. However, previous fire and weather events have shown that in the case of a major disaster, these funding arrangements are inadequate to 
cover all costs to Council and may also result in cash flow management issues. No allowance has been made for future disaster events, however, if Council 
achieves its financial sustainability goals, it will be much better placed to respond should a major disaster affect the area. Additionally, disaster funding 
does not extend to Water and Wastewater Infrastructure, Public Open Spaces, or Recreational Facilities. Any damage to these assets must be funded 
through available reserves or covered by insurance. 
 

External Factors  
In the past few years financial assistance grants have been partially prepaid. While this has a negative effect (reduction in income) on the operating budget 
of the following year, the fact that it has occurred on a regular basis has resulted in minimal impact against forecast income. Council assumes that all grant 
funding will be received during the financial year it has been allocated to. 

Interest Rates 

Increased interest rates have contributed to an uplift in the Council’s interest and investment revenue; however, this benefit is moderated by a declining 
cash and cash equivalents base over the past five years. Investment returns are forecast at an interest rate of 4.7% for FY2025–2026, before reducing to 3% 
annually for the remainder of the forecast period 
 

External Borrowings 

The Council currently holds several external loans associated with Water, Wastewater, Caravan Park, and building assets. The Retirement Village loan, 
held within the General Fund, is expected to be fully repaid over the course of the financial forecast period. Loans associated with Water and Wastewater 
are anticipated to be settled by FY2037-2038. Further borrowing may be considered where it supports prudent cash flow management and delivers 
financial benefit to the Council. 
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Primary Financial Reports 
 

Following are the reports for Council’s General Fund, Water Supply Fund and Wastewater Fund and a consolidated report incorporating a base budget.  
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SENSITIVITY ANALYSIS                
The base budget has been evaluated in relation to their sensitivity to changes in the assumptions. 

Employee Costs 

The Council’s capacity to manage growth in employee costs is a key factor influencing future financial performance. A significant consideration is the 
extent to which employee costs can be capitalised—allocating staff to capital works projects rather than operational activities—as well as the 
resourcing requirements for civil contracting. Projected increases in employee expenses, driven by Award adjustments and staff progression through 
the salary structure, are critical assumptions within the financial modelling. 
 

Interest Rates 

Council continues to maintain a low level of debt, with existing loans set at fixed interest rates and repayments gradually reducing over time. Income 
generated from investments contributes positively to Council’s operating results. However, using financial reserves to fund major capital projects 
reduces the amount of money available to invest, which in turn impacts the level of interest income Council can earn in future years. 

 
Interest rate increases by the Reserve Bank of Australia (RBA) over the past two years have led to short-term gains in investment returns. However, as 
the broader economic outlook evolves, future rate cuts may reduce these returns. Council will continue to monitor interest rate movements and 
economic conditions to manage investment performance responsibly and ensure the long-term financial sustainability of services and infrastructure 
for the community. 
 

Capital Works Programs 

Council has been expanding its capital asset base through the development of new and upgraded community infrastructure, largely supported by 
external grants. While these investments enhance community services, they also result in increased depreciation and ongoing operating and 
maintenance costs. 
 

The financial forecast reflects the anticipated impact of these costs, with additional depreciation accounted for major projects, such as the 
completion of the Evacuation (Multipurpose) Centre and fire support infrastructure at the Aerodrome. As additional capital projects are undertaken, 
operating, maintenance, and depreciation expenses are expected to rise. 
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Capital works focused on renewing existing infrastructure often involve upgrades to meet evolving regulatory and community requirements. These 
enhancements further contribute to higher long-term financial obligations through increased depreciation and operating costs, all of which are 
considered in the long-term financial planning to ensure fiscal sustainability. 
 

Grant Programs 

Council’s operations and capital works renewal program are heavily dependent on external funding, particularly government grants. Should these 
grants be reduced or discontinued, Council would need to identify alternative revenue sources to sustain its service levels and capital projects. 
 
The Long-Term Financial Plan (LTFP) reflects a decrease in government funding for the forecast periods, largely due to the absence of confirmed 
funding sources for future capital works. This reduction could potentially pose a risk to Council’s operating results and overall financial stability. To 
mitigate this risk, securing alternative funding sources and long-term funding commitments will be crucial to ensuring the continued development, 
sustainability, and delivery of essential services and infrastructure for the community. 
 

Rates Income 

Rates income is restricted to rate pegging as set each financial year by the Independent Pricing & Regulatory Tribunal (IPART). If rate pegging was 
abolished, Council would have greater flexibility to achieve financial sustainability. 
 

Cost Shifting 

Over the years other levels of government have shifted costs associated, among other, with emergency services, weed management, food safety 
regulation, road safety programs and fire and emergency services to local government without funding. It is anticipated that this trend will continue, 
further challenging Council’s ability to manage its financial position effectively.
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Energy Costs 

Council is proactively addressing the impact of rising energy costs on its budget. Key initiatives include the installation of solar panels, battery storage, 
and geothermal heating/cooling systems for Council buildings. Additionally, Council is seeking to leverage relevant building-related grant programs that 
support the provision of energy-efficient infrastructure, where applicable, to further reduce energy expenses. 
 

Insurance and Workers Compensation 
Council expects insurance premiums to increase in line with the CPI, however, these premiums are also susceptible to significant fluctuations driven 
by external factors such as natural disasters, climate change, and evolving government policies. To manage this uncertainty, Council is proactively 
reviewing its insurance coverage, considering options such as self-management of claims, refining claim thresholds, and continuing to invest in 
targeted risk management initiatives across the organisation. 

In relation to workers’ compensation premiums, increases are anticipated in line with award adjustments. However, premium rates may also be 
influenced by future claims and the timeframes associated with workers’ return-to-work. The Council remains committed to mitigating these costs by 
focusing on workplace safety, enhancing risk awareness, and implementing robust safety programs designed to reduce claims and premiums over 
time. 
 

Indicators (Consolidated Fund)              
Council’s key objectives include the achievement of an operating surplus over the planning cycle and adequate funding of asset renewals. Other 
considerations include the achievement of industry benchmarks that Council must report on as part of its annual report.  

The following ratios are anticipated to occur under base budget:  

Operating Performance Ratio – Benchmark > 0% 
This ratio measures financial sustainability and indicates Council’s capacity to meet its ongoing expenditure by comparing revenues with operating 
expenses (excluding capital grants and contributions). 

Base Budget Unable to reach this benchmark. 
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Own Source Revenue – Benchmark > 60% 
This ratio measures a council’s fiscal flexibility and the degree to which it relies on external funding sources such as operating grants and contributions. It 
compares operating revenues gained from sources other than grants and contributions to its total operating revenues. 
 

Base Budget meets benchmark in 9 out of 10 years 
 
 
Unrestricted Current Ratio – Benchmark >1.5 
This ratio indicates Council’s ability to meet short term obligations as they fall due. Council meets this ratio throughout the period of the LTFP. 
However, in the baseline budget, Council assets quickly deplete, and Council is unable to meet this ratio. 
 
 

Base Budget meets benchmark throughout the 10 years 
 
 
Debt Service Cover Ratio – Benchmark >2 
This ratio indicates the proportion of operating revenues being utilised for interest and principal repayments on loans. 
 

Base Budget meets benchmark throughout the 10 years 
 
 
Cash Expenses Cover Ratio – Benchmark >3 months 
This ratio indicates Council’s liquidity. It determines the number of months a Council can 
continue paying for its immediate expenses without additional cash flow.  
 

Base Budget meets benchmark throughout the 10 years 
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