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Introduction
The aim of the Long Term Financial Plan for Hay Shire Council is to provide a framework to assist decision making that 
will ensure the Council has a financially sustainable long term future.

Financial sustainability in local government has been a major cause for concern due to:

•	 Requests from communities for expanded services;
•	 Rate pegging constraints;
•	 Uncertainty over grant income;
•	 The ability of residents to pay;  
•	 Increased maintenance due to an ageing infrastructure network; and
•	 Unexpected natural events
This Long Term Financial Plan establishes the framework, mechanism and financial targets of the Council. It is the basis 
to guide Council in the decision making process across multiple years. It contains guiding philosophies to promote a 
consistent financial direction spanning financial years and council terms.

This year Council has incorporated the real changes required to improve capacity to a more sustainable level in accord-
ance with its fit for the future proposal.
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Current Financial Position
Council’s net operating result for 2017/2018 was a surplus of $1,134,000 on a consolidated basis. 

Council ended the financial year ended 30 June 2018 with the following working capital balances:

General Fund		  $1,506,000
Water Fund		  $2,178,000
Sewerage Fund		  $2,219,000

The General Fund Financial budgets account for the implementation of the fit for future improvement plans which based 
on Councils modelling achieved the following sustainability benchmarks:-

•	  Operating Performance ratio

•	 Own source revenue ratio

•	 Building and asset renewal ratio

Council recognises that it needs to implement a strategy to improve its financial sustainability in General Fund. A key 
part of this strategy is to apply for a Special Rate Variation of 10% for the 2021/22, 2022/23 and 2023/24 years. In addition 
to this Council will continue to implement its adopted Fit for the Future Improvement Plan.

Water and Sewerage Funds are both in a sound financial position with sufficient reserves to meet expected current and 
long term commitments.
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Planning Assumptions
Service Levels
It is assumed that the community will continue to endorse the current range of services that the Council provides to the 
community. Extensive consultation has been conducted as part of the Community Strategic Process to confirm the range 
of services expected by the community.

Population Projections
The Long Term Financial Plan has been developed on the basis of a sustainable population ontinuing to be at existing 
levels.

Economic Growth
The Hay Shire community relies on agriculture for much of its economic output which by nature can be variable 
and is subject to large fluctuations such as recently seen with the long running drought. It is apparent that the area is 
experiencing a small rebound in economic output. In developing this plan it has been assumed that economic output will 
remain constant over the 10 year period with the fluctuations balancing out over the long term.

Infrastructure
Hay Shire Council will continue to manage its assets and infrastructure to support the community, in accordance with 
the Asset Management Strategy.

The forecast expenditure for infrastructure asset renewal may not be sufficient to maintain or improve the current level 
of service provided by those assets. There is a risk of deferred maintenance resulting in additional funding requirements 
and/or reduced service levels not stated or provided in the Community Strategic Plan.

Council is continually working to improve the level of confidence in the asset renewal forecasts.

Interest Rates
The Long Term Financial Plan is based upon stable interest rates. No significant movements in interest rates have been 
incorporated into the plan. Current interest rates are considered to be within the range of “normal” interest rates, as ar-
ticulated by the Reserve Bank of Australia.

Inflation
The Long Term Financial Plan has as its base an inflation figure of 2.5%pa. This figure is based on the Reserve Bank of 
Australia inflation forecasts.
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Revenue Forecasts
Rates
Council’s rating structure is reviewed annually as each year’s budget is adopted.

The Long Term Financial Plan is based on the current rating structure.

The proposed rating structure for 2019/20 is as follows:

RATE CATEGORY 			   2019/2020
FARMLAND 				    $413,839.79		
RESIDENTIAL				    $764,828.26
BUSINESS-CBA 			   $214,161.42
BUSINESS 				    $154,289.20
FARMLAND IRRIGATION		  $773,396.25
RURAL RESIDENTIAL			  $106,626.48

Total					     $2,427,141.40

Under the Long Term Financial Plan, rates have been set to increase in line with the IPART framework at 2.75% in 
2019/2020.

Annual Charges
Council’s Domestic Waste, Water and Sewerage functions are required to be self-funding and annual charges are calcu-
lated to cover the anticipated costs of providing those services. The revenue calculated in the Long Term Financial Plans 
are those amounts that are deemed necessary to cover currents costs and future requirements.  The annual charges for 
the three services are as follows:

Water Raw   $364.00 Filtered   $142.00

Sewerage Residential   $756.00 Non Residential   $616.00

Domestic Waste $278.00

Waste (Non-domestic) $278.00

Waste Management Charge $47.00

Tip Access $72.00

Interest on investments
Council has an investment portfolio that varies in size somewhat each year. These funds are invested in accordance with 
the Minister’s Order and Council’s adopted Investment Policy. The estimated return on invested funds has been set at 
2.5% throughout the Long Term Financial Plan.
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Fees, User Charges and Other Income
Income in this category is derived from an extensive range of services provided to the community.

Fees and charges are reviewed annually and most are subject to fluctuations particularly as a response to local and gen-
eral economic conditions. Many of the fees and charges are set by statute and do not provide for annual increases in line 
with the increased cost of providing the services.

Fees and Charges are set annually by Council and due consideration is given to the level of cost recovery.

The Long Term Financial Plan has assumed that General Fund fees, charges and other income will generally increase in 
line with the CPI of 2.5%. Water, Sewerage and Waste user charges will increase by 2.5%.

Grants and Contributions
Grants and contributions provide a major source of funds for Council. 

This funding is projected to remail at real current levels throughout the Long Term Financial Plan. Financial Assistance 
Grants are forecast to increase by 5% in 2019/20 and then 2.5% for the remaining years of the plan.

Net Gain from Disposal of Assets
The Long Term Financial Plan assumes that all assets are disposed of at their written down value.

Borrowings
Hay Council has a debt service cover ratio of 11.4 which is considered very conservative and reasonable for a Council 
of our size and structure.  There are currently no borrowings as a funding source within the Long Term Financial Plan.

Cash Reserves & Funds
The Council’s cash reserves are held for specific purposes, whether the reserves are externally or internally restricted.

The Long Term Financial Plan maintains the current levels of reserves as well as overall cash for General, Water and 
Sewerage Funds.
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Expenditure Forecasts
Staff Costs
Staff costs are predicted to increase by 2.5% per year in the Long Term Financial Plan on an individual basis.

This forecast is attributable to known and predicted award increases, superannuation contributions, workers compensa-
tion costs, skills and performance progression and market forces.

Borrowing Costs
The borrowing costs in the long term plan reflect the current loans that Council has. There are currently no borrowings 
as a funding source within the Long Term Financial Plan.

Materials and Contracts
Under the Long Term Financial Plan, all materials and contracts have been forecast to increase in line with the CPI pro-
jection of 2.5%.

Other Expenses
Under the Long Term Financial Plan, other expenses have been forecast to increase in line with the CPI projection of 
2.5%.

Depreciation
Depreciation and useful life estimates are based on Council’s accounting policies and useful lives as stated in Council’s 
Asset Management Strategy. Future asset revaluations will have an impact on infrastructure remaining lives as well as 
future depreciation charges.
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Finance Performance
On the following pages are Councils’ budgets for General, Water & Sewerage funds which consist of:

•	 Funding Statement	 - All Funds

•	 Income Statement - All Funds

•	 Statement of Cash Flows - All Funds

•	 Balance Sheet - All Funds

•	 Consolidated Income Statement
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