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1 - Executive Summary
1.1 - Introduction
The Financial Plan 2021/22 to 2030/31 (referred to as the Financial Plan in this document) is the key
document in establishing the funding requirements of Hepburn Shire Council’s strategy and
implementation. The key principles underpinning the development of the Financial Plan are medium
and long-term financial sustainability and the achievement of Council's strategic objectives as
outlined in the Community Vision and Council Plan, developed as part of the Hepburn Together
project.
Council’s primary objective is to strive to achieve the best outcomes for the local community, having
regard to the long-term and cumulative effects of decisions. Council does this in partnership with
local community organisations and in conjunction with, or with the support of, other levels of
government.
Hepburn Shire Council:
•
•
•
•

has functions and authority conferred on it by the Victorian Parliament and relevant
legislation;
provides governance and leadership for the local community through advocacy, decision
making and leadership;
is accountable to the local community in the performance of our functions, the exercise of
our authority and the use of our resources; and
is responsible for many services, facilities, assets and infrastructure, which provide a range
of everyday benefits to the community.

In developing the Financial Plan, key financial principles support Council’s forecast financial
performance and position over a 10-year period, forming part of our statutory requirements. The
development of a Financial Plan is a new legislative requirement of the recently enacted Local
Government Act 2020; and is required to be adopted by Council by 31 October 2021.
Due to the variable nature of assumptions that focus on fluctuations in the economy, an annual
review of the Financial Plan will provide Council with the opportunity to review the financial
principles to easily adapt to these external influences, changes in proposed service levels or projects.
The financial projections contained within this plan indicate Council’s future direction and financial
capacity, and provide a guide for future actions or opportunities. Council can then analyse the future
effects and impacts of its current decisions, and review the Plan following the adoption of the
Annual Budget each year.
As highlighted under section 2 (Legislative Requirements) there is a diagram which highlights the
level of detail during the three phases of the Financial Plan. It is important to note that in years 2 to
10, where details are less "known" and figures are subject to greater levels of assumption, that these
assumptions are prudent and don't vary significantly from that of the current operating
environment. If assumptions are unrealistic, they can act to mask emerging financial sustainability
issues. The 2020/21 Annual Financial Report and the 2021/22 Annual Budget forms the basis for the
first year of the Financial Plan. Years 2-10 present inclusive years of financial projections that are
underpinned by the base data and assumptions detailed in the plan.
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1.2 - Financial Plan Overview
The plan covers the financial years 2021-22 to 2030-31 with an aim to remain financial sustainable;
continue the renewal and upgrading of existing assets; and ensure delivery of the Community Vision
and Council Plan 2021-25.
There are four primary issues for Council to balance in the development of the plan.
1 - Unrestricted Cash Balance
One challenge currently facing Council is its low unrestricted cash balance.
While Council currently has a significant cash and investments balance, the vast majority has been
committed to future capital works, has been provided to fund specific projects, or is tied under other
statutory or non-statutory requirements.
As at 30th of June 2020 the unrestricted cash balance was $1.316 million. This situation had been
improving during the 2020-21 financial year due to the decision made by Council to cancel or defer
projects that had previously been included in the 2020-21 capital and operating works program,
however, has been negatively impacted by the cost responding to the COVID Pandemic and Strom
related costs. The draft unrestricted cash balance as at 30 June 2021 is $842,000.
A low unrestricted cash balance means Councils does not have the same level of funding to allocate
to services and capital works as other Councils, and needs to be closely monitored.

2 - Low property rating income
Hepburn Shire Council is a low rating Council relative to other small Councils and the State average,
in relation to the raising of rate revenue.
For 2019/2020 the average rates charge for properties in small rural councils was $1,687. This is
$111 or 6.6% per property higher than our Council, which averages $1,576 per property. This
equates to approximately $1,260,738 per annum, which has been compounded over the past 5 years
and will continue to do so over the life of this plan.
Given that rate revenue accounts for approximately 60% of Council's income and this source is
subject to the State Government rate cap system, the task of delivering it's objectives and
concurrently rectifying it's unrestricted cash balance will be an ongoing challenge, and a key focus of
Council.

3 – COVID Financial Impact
Hepburn Shire, like Victoria and the rest of the world continues to be impacted by the COVID-19
global pandemic. The true impact of the COVID-19 pandemic has not yet fully impacted Council's
financials. There has been and will continue to be negative impacts through reduced revenue
(rentals, rates interest waived) and additional costs to respond to the pandemic. The impacts of
these items will be closely monitored by management during the coming year, and form updates to
subsequent versions of the Financial Plan.
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4 - Council Plan 2021-25
During 2021 Council has been working on a draft Community Vision and Council Plan, which includes
a Municipal Public Health and Wellbeing Plan. Council developed these strategic documents
following extensive community consultation earlier this year as part of the Hepburn Together
Project.
Council had an extraordinary amount of community input, with more than 1,400 people and
different community groups involved – which resulted in a community-led project which
incorporated many of the communities’ ideas into the ambitions for the four-year Council Plan, and
the ten-year Community Vision.
The Plan is ambitious and reflects the extensive Community engagement that has occurred during
the Hepburn Together project and includes 114 strategies to be developed over the four-year
Council Plan. A number of the strategies will require resources (human or financial) to be delivered,
and the level of resources required will only be known as the strategies are developed. Therefore,
the Financial Plan is developed with a link to the Council Plan, however it is important to note that
each strategy has not been fully costed. This will occur as part of the Annual Budget process and is
consistent across Local Government within Victoria. The Financial Plan is developed as a ‘guide’ to
the financial resources required, with further details provided in subsequent documents, such as the
Annual Budget.
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2 - Legislative Requirements
This section describes how the Financial Plan links to the achievement of the Community Vision and
the Council Plan within the Integrated Strategic Planning and Reporting Framework. This framework
guides Council in identifying community needs and aspirations over the long term (Community
Vision), medium term (Council Plan) and short term (Annual Budget), and then holding itself
accountable (Annual Report).
Figure 1 provides an overview of the core legislated elements of the Integrated Strategic Planning
and Reporting Framework and outcomes.

Figure 1. Integrated Strategic Planning and Reporting Framework and outcomes overview (Department of Jobs, Precincts
and Regions 2020)

Figure 2 demonstrates how each element might inform or be informed by other parts of the
integrated framework.
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Figure 2. Elements influenced by the Integrated Strategic Planning and Reporting Framework (Department of Jobs,
Precincts and Regions 2020)

Acronyms:
•
•
•

MPHWP – Municipal Public Health Wellbeing Plan
MSS – Municipal Strategic Statement
LGPRF – Local Government Performance Reporting Framework
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3 - Planning and Principles
3.1 - Strategic Planning Principles
The Financial Plan provides a 10 year financially sustainable projection regarding how the actions of
the Council Plan may be funded to achieve the Community Vision. The Financial Plan is developed in
the context of the following strategic planning principles:
•
•

•
•
•

Council has an integrated approach to planning, monitoring and performance reporting.
Councils financial plan addresses the Community Vision by funding the aspirations of the
Council Plan. The Council Plan aspirations and actions are formulated in the context of the
Community Vision.
The Financial Plan statements articulate the 10-year financial resources necessary to
implement the goals and aspirations of the Council Plan to achieve the Community Vision.
Council's strategic planning principles identify and address the risks to effective
implementation of the Financial Plan.
The Financial Plan provides for the strategic planning principles of progress monitoring of
progress and reviews to identify and adapt to changing circumstances.

3.2 - Financial Management Principles
Council employs a strategic approach to financial planning that is influenced by the economic
environment, our financial position, and impacts on the organisation, both internally and externally.
The aim of this strategic approach is to ensure:
•
•
•
•
•
•
•
•
•

support of the achievement of our Community Vision 2021–2031;
support of the achievement of our Council Plan 2021-2025;
that the needs and expectations of the Hepburn Shire community are met;
our long-term financial sustainability;
intergenerational equity;
delivery of appropriate, targeted, effective and efficient services;
responsible rate increases;
financial policies in place to ensure accountability; and
Council maintains accounts and records that explain its financial operations and financial
position which are externally audited.

3.3 - Service Performance Principles
Council services are designed to be purposeful, targeted to community needs and value for money.
The service performance principles are listed below:
•

•

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

•
•

Council provides quality services that provide value for money to the community. The Local
Government Performance Reporting Framework (LGPRF) is designed to communicate
council’s performance regarding the provision of quality and efficient services.
Council is developing a performance monitoring framework to continuously improve its
service delivery standards.
Council is developing a service delivery framework that considers and responds to
community feedback and complaints regards service provision.

It is important to note the Council has included strategy 5.3.3 within the Council plan to Strengthen
the Integrated Strategic Planning and Reporting Framework, including a programmed service review
of all Council services. This strategy will ensure during the life of the Council Plan, Councils puts in a
process to review its current services, how they are delivered, financial allocations to each service
and the Financial Plan will be updated based on decisions made throughout the service review
process.
3.4 - Asset Plan Integration
Integration to the Asset Plan is a key principle of the Council’s strategic financial planning principles.
The purpose of this integration is designed to ensure that future funding is allocated in a manner
that supports service delivery in terms of the plans and the effective management of Council’s assets
into the future.
The Asset Plan identifies the operational and strategic practices which will ensure that Council
manages assets across their life cycle in a financially sustainable manner. The Asset Plan, and
associated asset management policies, provide council with a sound base to understand the risk
associated with managing its assets for the community’s benefit.
The Asset Plan (when completed in 2022) is designed to inform the 10-year Financial Plan by
identifying the amount of capital renewal, backlog and maintenance funding that is required over
the life of each asset category. The level of funding will incorporate knowledge of asset condition,
the risk assessment issues as well as the impact of reviewing and setting intervention and service
levels for each asset class.
In addition to identifying the operational and strategic practices that ensure that Council manages
assets across their life cycle in a financially sustainable manner, the Asset Plan quantifies the asset
portfolio and the financial implications of those practices. Together the Financial Plan and Asset Plan
seek to balance projected investment requirements against projected budgets.
The completion of the Asset Plan in 2022, along with the 2022/23 Budget, will require an update to
the Financial Plan, which is then intended to be reviewed annually. The development of the Asset
Plan will also ensure a detailed 10-year capital works program is developed.
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4 – Hepburn Together and Council Plan 2021-25
As part of Council’s transition to the Local Government Act 2020, there is a requirement for Council
to prepare and adopt a 10-year Community Vision and 4-year Council Plan.
The Community Vision 2021-2031 is a statement that captures the aspirations of the community for
the next 10 years. It is shaped by 5 Focus Areas which are critical to reaching the goals set out in the
Community Vision.
The Council Plan 2021-2025 is Council’s key strategic document. It describes the Council’s and
Communities vision for the future, how Council will strive towards that vision during its 4-year term,
where it will focus its efforts, and how it will measure progress. Council, for the first time has chosen
to integrate our Municipal Public Health and Wellbeing Plan into the Council Plan recognising the
importance of the health and wellbeing of our citizens, and that health and wellbeing impacts every
area of Council’s operations.
Council undertook an extensive community engagement program to seek the community’s input
into the development of the Community Engagement Policy, Community Vision and Council Plan.

The draft Community Vision is –
Hepburn Shire - a place where all people in our community are valued, partnerships are
fostered, the environment is protected, diversity is supported and innovation embraced.

The vision is supported by the five key areas of the Council Plan –
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4.1 - Linkage to the Financial Plan
The Council Plan 2021-25 has a strong linkage to the development of the Financial Plan. Specific
inclusions within the Council Plan are:
•
•

Strategic Indicator – That Council achieve a low or medium risk rating for VAGO financial
sustainability indicators.
Strategy 5.3.3 – The Council enhance long-term financial planning and forecasting through
the development of a Long-Term Financial Plan.

4.2 – Hepburn Together Project
Hepburn Shire Council embarked on a major strategic planning project called the Hepburn Together
project. The project will shape the vision and direction for Hepburn Shire over the next 10 years and
includes the development of Council’s Community Engagement Policy, Council’s 10-year Community
Vision, The 4-year Council Plan (incorporating Municipal Public Health and Wellbeing Plan), Financial
Plan and Asset Plan.
The Hepburn Together project commenced in November 2020. The first round of engagement for
the Community Engagement Policy was rolled out in January-February 2021. Consultation and
engagement in relation to the Financial Plan is in line with the policy.
Broad engagement was carried out from 27 February to 8 April 2021 and Council rolled out broad
engagement to inform the development of the Community Vision, the Plan and Financial Plan. Each
of these plans will work together to form the strategic direction of the Hepburn Shire Council.
Council used a variety of engagement methods to collect feedback from the Hepburn Shire
community. The broad engagement delivered a participation rate of 9.6 percent or over 1,400
participants – this is more significant than the majority of other Local Governments.
During the Hepburn Together project a number of key financial questions were asked, that have
provided input to the development of the Council Plan and Financial Plan.
What should Council spend more money on?
•
•
•

Infrastructure and amenity including preservation of history.
Sustainability and environment including climate change action, sustainability and clean
energy programs.
Health and community services including aged care services, mental health services and
family violence services.

What should Council spend less money on?
•
•
•

Council expenditure including hiring external consultants, staffing, administration and
expanding their role from traditional local government roles and responsibilities.
Infrastructure and amenity relating to less major projects, high risk projects or those that
have low socio-economic benefit.
Tourism and events.
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Council has a finite amount of money to deliver projects, initiatives and services. With rate capping,
Council’s income is not able to easily expand to accommodate new projects, initiatives or services. If
new projects, initiatives or services were commissioned by Council – what is your view on how they
should be funded?
•
•
•
•

50% - Council to obtain grant monies to fund projects
24% - I want Council to use its current funding pool
18% - I would be happy to pay more rates
8% - I already pay enough rates
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5 - Financial Plan Context
This section describes the context and external/internal environment and consideration in
determining the 10-year financial projections and assumptions.
5.1 - Key economic assumptions
It is important that the Financial Plan reflects the most recent economic data and forecasts available.
Conducting an annual review of the plan will ensue that the underlying parameters and assumptions
are reasonable, given current economic conditions and expectations.
The below tables presents information in regard to the assumptions to the Comprehensive Income
Statement for the 10 years from 2021/22 to 2030/31. These assumptions will be assessed annually
in order to ensure that they remain valid and updated accordingly.

5.2 Notes to Assumptions
The following provides greater details of the assumptions included within the Plan.
a) Rate Income Assumptions
Each year rate revenue increases as a result of a number of two main factors.
- The setting of the rate cap which is set by the Minister for Local Government. Rate capping has
been in place since the 2016/17 financial year. While the 2021/22 Cap is 1.5%, the historical average
over 6 years is 2.125%. Council has chosen the rate of 2% as an average for the remainder of the
term of the financial plan.
- Supplementary rate income, which is additional income resulting from the development of existing
properties and sub-divisions which creates new property income.
It is assumed that Council will increase rates at the rate allowed by the rate cap. While possible,
zero rate rises and rate rises above the rate cap (requiring a rate cap exemption) have not been
included in this plan.
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A rate cap exemption maybe required in future years (included within the Financial Plan) to fund
large capital projects or to increase the average rate charge to deliver services and programs in line
with the Council Plan. If this was to occur, detailed community engagement would be undertaken.
b) Revenue and Rating Plan 2021-25
In June 2021 (as required by the Local Government Act 2020) Council adopted its Revenue and
Rating Plan 2021-25, and this is available on Councils website.
The purpose of the Revenue and Rating Plan is to determine the most appropriate and affordable
revenue and rating approach for Council to generate the required income to enable it to adequately
finance the objectives in the Council Plan and the programs, services and capital works in the
Budget.
The Revenue and Rating Plan is underpinned by Council’s financial policies, such as the Revenue
Collection and Financial Hardship Policy.
Elements of the Revenue and Rating Plan have been included in the Financial Plan. Council also
included a motion to undertake further work in relation to rating differentials during 2021/22,
however any changes to the differential rating system has no impact on total revenue raised and
therefore no impact on the Financial Plan
c) Waste Charges
Council is currently undertaking a Waste Strategy (during 2021/22) and the type of service to be
provided, infrastructure required and therefore the cost and revenue required will be further
developed as part of that strategy. Following adoption of the Waste Strategy the Financial Plan will
be required to be updated to reflect.
The Financial Plan includes an expected increase for the 2022/23 financial year of 8.0% before
returning to an annual increase of 2.50% - however this is subject to a number of external factors
(waste contracts), State Government Policy and implementation of the waste strategy.
d) Statutory Fees and Fines and User Fees
Statutory fees and fines (set by State Government) are estimated to increase by an average of 2.5%,
which is a combination of a 2% CPI increase as well as an additional allowance for volume growth.
User fees and fines (set by Council) are estimated to increase by an average of 3.5%, which is a
combination of a 2.5% CPI increase as well as an additional allowance for volume growth.
e) Operating Grants
Operating grants are received by Council for tied (specific purpose) and un-tied Financial Assistance
grant funding received from the Victorian Grants Commission. Operating grants are estimated to
increase by 2.5% across the period of the financial plan. The 2021/22 budget only includes 50% of
the Victoria Grants Commission grant as half of this grant was prepaid in 2020/21. For years 2-10 it
is assumed that Council will receive 100% of its Victoria Grants Commission grant in each financial
year.
f)

Capital Grants
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Capital Grant income is difficult to predict. Council has predicted recurrent grants to remain the
same until the end of the 4-year budget. In 2025/26 it is predicted that the rate will increase by 5%
then and remain at this level for the period of the plan.
g) Contributions Monetary
Are of generally low value relative to other income streams received by Council. The 2021-22 budget
includes two project related contributions, which are over and above the normal level of
contribution received. An adjustment has been included in the 2022-23 to return the forecast level
of contributions to historical average levels and a minor increase of 2% has been factored as the ongoing annual increase throughout the period of the plan.
h) Non-Monetary Contributions
Have historically been rare and when received are hard to predict the value of. For this reason,
Council has chosen not to include any non-monetary contributions for the period of the plan.
i)

Average interest rate on investments

Are currently at an all-time low, with predictions for the average received on investments during
2021-22 being 0.7%. It is difficult to accurately determine the future, with the Reserve Bank
indicating that rates are likely to remain relatively unchanged until 2024, however other experts are
expecting inflationary pressures to cause rates to increase due to inflationary pressures slightly
sooner. Council has taken a relatively conservative approach with interest rate returns gradually
increasing to 1.8% over the 10-year period of the plan.
j)

Other income

Is also a relatively small component of Councils income streams. It is also made up of a number of
different sources, which are on-going and also one-off in nature. It has been predicted that the total
income stream will increase annually by 2% across the period of the plan.
k) Employee Costs
Employee costs are driven by a combination of factors, but predominantly by the Enterprise
agreement, staff numbers and also the roles that they are undertaking.
The current enterprise agreement expired on 13 June 2021 and negotiations are currently taking
place to negotiate a three or four-year enterprise agreement. Council’s industrial relations advisors
Meerkin and Apel have indicated that enterprise agreements currently under negotiation across the
State are in the range of 1.2-1.7% per annum.
Council's current enterprise agreement is well below the benchmark for small rural councils and it is
anticipated that there will be a one-off increase in year 1 plus 0.5% for banding increments. The
enterprise agreement for years 2-10 is estimated at 1.6% plus 0.5% for banding increments.
The minimum Superannuation Guarantee rate increased from 9.5 per cent to 10.0 per cent on 1 July
2021, with further increases of 0.5 per cent each financial year thereafter until it reaches 12.0 per
cent from 1 July 2025.
Based on the above factors, the assumption is that salary costs will increase by an average of 3.5% in
year 2 and 2.1% for years 3-10.
l)

Employee Costs (Workforce Plan)
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As Council has recently gone through two organisational re-alignments in the past three years it has
been assumed that the structure will remain fairly static in the short-term. The Plan includes no
increase to staff numbers throughout the 10-years of the plan, this maybe difficult to achieve and
still achieve delivery of the services.
As part of the new Local Government Act 2020, Council is required to have a Workforce Plan in place
prior to 31 December 2021. The Workforce Plan is a 4-year plan reflection the organsiation
structure and staffing required to support the delivery of the Council Plan.
The completion of the Workforce Plan, along with the 2022/23 Budget, will require an update to the
Financial Plan, which is then intended to be reviewed annually.
m) Materials and Services
Materials and services are predominantly made up by waste contractor costs, recurrent
maintenance of roads, parks and open spaces, IT, insurance and Utilities. These costs have been
factored to increase by CPI, except where expectations for increase fall outside this expectation.
Insurances for example have been increasing at a rate far higher than CPI and this expectation has
been included in the forecast increase.
A number of one-off costs have also been factored into the plan, including:
•
•
•

•

Election costs of $200,000 have been added to the 2024/25 and 2028/29 years.
Councillor induction and Council plan development has been budgeted at $100,000 p.a. for
the 2024/25, 2025/26, 2028/29 and 2029/30 years.
2021/22 includes a one-off Trentham storm clean-up expense of $250,000. The total cost of
recovery works will be multi-million however the majority of costs are anticipated to be
reimbursed through insurance and State and Federal Government reimbursement.
$250,000 is funded in each of the financial year to fund new projects or initiatives as a result
of the Council Plan.

n) Depreciation and Amortisation
Is a non-cash item that has been tied to the asset renewal strategy and the size of the Capital Works
planned. Increases are tied to the expectation that replacement costs of Council assets will increase
through CPI and other factors over time.
Further updates will be required following the adoption of the Asset Plan in 2022.
o) Other Expenses
Is also a relatively small component of Councils expenditure. It is also made up of a number of
different sources, which are on-going and also one-off in nature. It has been predicted that the total
expense will increase annually by 2% across the period of the plan.
p) Property sales
Following the planned completion of the Hepburn Hub at the Rex facility in 2022/2023, the
assumption is that Council will review surplus freehold properties and undertake a sale process –
which will repay debt associated with the project. A conservative estimate of $3.25m has been
modelled.
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5.3 - Financial Policy Statements
The following measures demonstrate Council's financial sustainability in order to fund the
aspirations of the Community Vision and the Council Plan.

Local Government Victoria has developed the Local Government Performance Reporting Framework
(LGPRF) to provide comprehensive performance information that meets the needs of a number of
audiences. Those indicators and those of the above and the 10-year analysis are included at section
7 of the plan.

5.4 – Waste Management
Council's philosophy and Victorian Legislation is that the total cash cost of waste management will
be fully funded by waste grants and charges over the life of the plan. Council recognises that capital
expenditure on waste management will vary between years, so Council will use its waste
management reserve to smooth out the annual variation in waste charges over time. The following
table summarises the finances of Council's waste service over the life of the plan.
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6 - Financial Plan Statements
This section presents information in regard to the Financial Plan Statements for the 10 years from 2021/22 to 2030/31.
6.1 - Comprehensive Income Statement
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6.2 - Balance Sheet
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6.3 - Statement of Changes in Equity
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6.4 - Statement of Cash Flows

25 | P a g e

6.5 - Statement of Capital Works
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6.6 - Statement of Human Resources
Council is currently developing an organisational workforce plan which will inform this Statement of
Human Resources in future years. The below details for 2021/22 – the cost would increase across
the 10-years of the plan based on the assumptions included and staff numbers per this plan remain
stable.
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7 - Financial Plan and Performance Indicators
This section describes the performance indicators that have been included and reviewed as part of the development of the Financial Plan. These indicators
provide an analysis of Council’s 10-year financial projections and should be interpreted in the context of the organisation’s objectives and financial
management principles.
Financial Policy Statements
The following measures demonstrate Council's financial sustainability in order to fund the aspirations of the Community Vision and the Council Plan.
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Local Government Performance Reporting Framework (LGPRF)
The following table highlights Council’s current and projected performance across a range of key financial performance indicators that form part of the
Local Government Performance Reporting Framework (LGPRF), are determined by the State Government and form annual reporting through
https://knowyourcouncil.vic.gov.au/
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Notes to indicators

1. Adjusted underlying result - An indicator of the sustainable operating result required to enable Council to continue to provide core services and meet its objectives.
The positive result for this indicator identifies an adjusted underlying surplus and the trend indicates improving underlying surpluses over the strategic resource plan.
2. Working Capital - The proportion of current liabilities represented by current assets. This indicator increases over the final two years of the plan, predominantly as a
result of the decreasing expenditure on loan interest and loan principal repayments.
3. Unrestricted Cash - Similar to working capital, this indicator represents Council's ability to meet its short term commitments without the need to use funds which are
earmarked for other purposes. This indicator also remains positive over the final four years of the plan.
4. Debt compared to rates - This indicator measures the level of Council's total debt as a percentage of rate revenue. This indicator improves strongly over the life of the
plan as the level of debt declines steadily over the second half of the plan.
5. Asset renewal - This percentage indicates the extent of Council's renewals against its depreciation charge (an indication of the decline in value of its existing capital
assets). A percentage greater than 100 indicates Council is maintaining its existing assets, while a percentage less than 100 means its assets are deteriorating faster than
they are being renewed and future capital expenditure will be required to renew assets.
6.

Rates concentration - Reflects extent of reliance on rate revenues to fund all of Council's on-going services.
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VAGO Financial Performance Indicators
The table below lists and describes the financial indicators that VAGO uses to assess Council's
financial sustainability risks. These indicators should be considered collectively and are more useful
when assessed over time as part of a trend analysis.
Net result
margin (%)

Net result/total
revenue

Adjusted
underlying
result (%)

Adjusted underlying
surplus (or
deficit)/adjusted
underlying revenue

Liquidity
(ratio)

Current assets/current
liabilities

‐

‐

Internal
financing (%)

Net operating
cashflow/net capital
expenditure

Indebtedness
(%)

Non‐current
liabilities/own‐sourced
revenue

‐

‐

‐
‐

Capital
replacement
(ratio)

Renewal gap
(ratio)

Cash outflows for the
addition of new
infrastructure,
property, plant and
equipment/depreciatio
n

‐

Renewal and upgrade
expenditure/depreciati
on
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Unrestricted and Unallocated Cash Position
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8 – Strategies and Plans
This section describes the strategies and plans that support the 10-year financial projections included to the Financial Plan. There are a number of key plans
that may have a significant impact on future versions of the Financial Plan, namely:
•
•
•
•
•
•
•

Revenue and Rating Plan
Workforce Plan
Asset Plan
Waste Strategy
Strategic Land Use Planning, including Housing Strategies
Aquatic Strategy
Sustainable Hepburn

There are also a number of other strategies that may have some impact, in particular the services and capital works delivered. Strategies such as, but not
limited to, Walking and Cycling, Aquatic, Sustainability, and a number of others as included in the Council Plan 2021-25.
The Financial Plan will be updated annually to take into account Council decisions.
8.1 – Borrowing Strategy
Debt has been built into this Financial Plan based on a treasury management position of drawing down on loans when required, and repaying loans when
due and excess cash is available. Debt costs are at an all time low, and Council has commitments to a number of long term intergenerational project, and
therefore it is forecast within this plan to borrow for a number of projects. Decisions regarding the actual borrowings undertaken will occur as part of the
Annual Budget process. Loan borrowing is a tool that can provide Council with a mechanism to implement objectives in the Council Plan. It is an instrument
that spreads the cost of an asset over a number of years while ratepayers who benefit from the asset pays for it's consumption over time.
Projects currently forecast for additional borrowing during the life of the plan are:
•
•
•
•

Finalisation of the Hepburn Hub at the Rex Project
Creswick Trails construction
Trentham Community Hub construction
Daylesford to Hanging Rock construction
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•
•

Glenlyon Recreation Reserve Pavilion construction
Daylesford Town Hall renewal

The total amount borrowed as at 30 June 2021 was $6.631 million. The following table highlights Council's current projected loan balances including new
loans and loan repayments for the 10 years of the Financial Plan.

The following table highlights Council's projected performance across a range of debt management performance indicators.

Council has projected a low borrowing requirement as demonstrated by the performance indicators. As noted above under future borrowing requirements,
there may be the need to borrow in order to invest in future capital works or other significant strategic initiatives during the term of the financial plan.
These indicators highlight that there is significant scope if Council wishes to do so.
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The main indicator used across the sector is the Indebtedness indicator and is reviewed by the Victorian Auditor General each year. Throughout the 10year plan Council remains in the low-risk category with a rate below 40%.

8.2 - Reserves Strategy
Council maintains both statutory and discretionary reserves in line with standard practice.
Financial reserves are funds that have been set aside from operating and capital incomes for future funding of capital projects. From an accounting
perspective, the balance of these funds are held under ‘Equity’ in Council’s Balance Sheet. Reserve movements are reviewed during the annual budget
process.
The nature and purpose of each reserve including any usage restrictions is outlined below.
•
•
•
•
•
•
•

Open Space Recreation Reserve - The Open Space Recreation Reserve is used to hold developer contributions towards public open space
infrastructure arising property developers undertaking property subdivisions. These funds are then used to expand and upgrade Council's public
open space facilities. Use of the funds in the Open Space Recreation Reserve are restricted by legislation.
Mineral Springs Reserve - The annual operating surplus of the Hepburn Mineral Springs Reserve is transferred to this reserve each year. Reserve
funds are then used for capital projects at the Hepburn Mineral Springs Reserve. The use of funds in this reserve is not restricted by legislation and
is at the discretion of Council.
Clunes Caravan Park Reserve - The Clunes Caravan Park Reserve contains funds reserved for future capital works projects at the Clunes Caravan
Park. The use of funds in this reserve is not restricted by legislation and is at the discretion of Council.
Heritage Advisory Reserve - The Heritage Advisory Reserve contains funds reserved for future heritage advice. The use of funds in this reserve is
not restricted by legislation and is at the discretion of Council.
Mt Beckworth Pit Reserve - The Mt Beckworth Pit Reserve contains funds reserved for future gravel pit restoration works at the Mt Beckworth
Gravel Pit. The use of funds in this reserve is not restricted by legislation and is at the discretion of Council.
Smeaton Hill Pit Reserve - The Smeaton Hill Pit Reserve contains funds reserved for future gravel pit restoration works at the Smeaton Hill Gravel
Pit. The use of funds in this reserve is not restricted by legislation and is at the discretion of Council.
Waste Management Reserve - The annual operating surplus of Council's waste management function is transferred to the Waste Management
Reserve each year. Reserve funds are then used for waste management capital projects. Council is undertaking a Waste Strategy during 2021-2022
which will inform future waste management capital projects required by the shire. The use of funds in this reserve is not restricted by legislation
and is at the discretion of Council.
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•

Debt Management Reserve - Council financed the repayment of its defined benefits superannuation liability with an interest only bond. The Debt
Management Reserve was to hold the notional principal repayment due on this loan over the life of the loan. At the maturity of the interest only
bond, the entire bond was repaid with the proceeds of this reserve.

The following table details the 10-year total of restricted and discretionary reserves.
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