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Introduction
What Is A Long Term Financial Plan?
Council needs to maintain a financially sustainable 
position over time so that we can provide infrastructure 
and services for the benefit of our community. Our Long 
Term Financial Plan (LTFP) helps us develop a plan to 
achieve this. The LTFP expresses in financial terms the 
activities Council proposes to undertake in the short, 
medium and long term. Using this, we can identify if 
we can continue to pay for our services and maintain 
our infrastructure in good condition (i.e. community 
buildings, parks, roads and business centres) with the 
income that we expect to receive.   

Using our LTFP we can answer some key questions:
•	 Where will we be financially in 10 years?
•	 Is our revenue growing at the same rate as our 

costs?
•	 Are we able to financially afford our current service 

levels over time?
•	 What would be the financial impact if we did 

something different?
•	 Can we afford to do something new or build a new 

facility for our community to use?

The LTFP is for a period of 10 years and we update 
it each year. Financial planning over a 10-year period 
is challenging and relies on a range of assumptions 
many of which are largely outside of Councils control, 
for example the rate peg determined each year by the 
Independent Pricing & Regulatory Tribunal (IPART). We 
therefore closely monitor our LTFP and regularly update 
it to reflect these changing circumstances.  

We also look at look at what would be the impact on our 
finances if trends were to worsen.  We do this through 
a sensitivity analysis using the key assumptions most 
likely to affect the LTFP and is included on page16. 
Further to this, the LTFP allows us to run different 
scenarios helping us to answer the question “what 
would be the financial impact if we did something 
different?” In developing our LTFP we have looked at 
four different scenarios which are detailed later.

What Does Financial Sustainability Mean?
Financial sustainability is the ability to meet our current 
and future costs as they arise and to have the capacity 
to respond to foreseeable changes and emerging risks. 
Put simply it is our ability to:
•	 Cover our existing expenses and their future 

increases
•	 Cover new expenses that we know will be required 

into the future
•	 Have the ability to react to cover the expenses from 

things that we think may occur, for example a major 
storm event and resulting repair works and clean up 
that may be required.
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Our Financial Challenges     
This year we have updated our LTFP against a backdrop 
of challenges we have faced over the last five years 
including that our expenditure has grown at a greater 
rate than our income. There have been a range of factors 
contributing to this, only some of which Council are able 
to control or change. We continue to take significant 
steps to address these including those outlined in 
the section “How Are We Addressing Our Financial 
Challenges” below.   

More challenging for Council are external factors which 
Council has either no control over, or limited capacity to 
predict, including:
•	 COVID-19 which has had a significant impact on 

Council’s financial position over the 2019-2020, 
2020-2021 and 2021-2022 financial years, of over 
$11 million. This was through a combination of 
support initiatives provided to the community as 
well as the impact of reduced income across a 
range of sources.  

•	 $42 million (41%) of our income comes from 
rates, excluding capital grants and contributions. 
The increase in rates income is set annually by the 
IPART.  This constrains our ability to increase our 
revenue to adequately cover appropriate increases 
in our costs.

These challenges have resulted in financial deficits in 
each of 2019-2020, 2020-2021 and 2021-2022 financial 
years. During the last few years we have been fortunate 
to have cash reserves to draw on and have been able 
to maintain Council’s services.  This is not a long term 
solution as our cash reserves are limited.  We must 
address these deficits and regain our surplus.    

How Are We Addressing Our Financial Challenges?     
We have taken a proactive approach to improving our 
financial position through the following budget repair 
actions:
•	 In April 2021 Council resolved to refinance our Loan 

for Kiaora Place, the Council-owned Double Bay 
commercial centre, resulting in:

– decreased annual interest expense by $700,000
– total savings of $7.87 million over the life of the 
loan (net of the one-off break costs of $6.45million)

•	 During 2021 we extended the replacement of our 
passenger vehicles from a 2.5 year replacement 
cycle to a 4 year replacement cycle.  This is expected 
to save $3.5million over 10 years

•	 Councillors and Council staff identified and 
implemented expense efficiencies of $500,000 
in 2021/22, with a further anticipated $2.5million 
saving included in 2022/23 through a staff review 
/ redundancy program. These actions have been 
achieved without impacting adversely on the 
services provided to our community. With regard 
to the staffing review, it should be noted that any 
further expenditure or staff reductions will likely 
result in an impact on the services Council provides 
to the community.

•	 Council continues to look at opportunities to 
increase income, including the potential of Bus 
Shelter Advertising – potential income of around $2 
million per annum for advertising on non- heritage 
bus shelters and bus shelters in non- heritage areas. 
This income is phased in to our LTFP over three 
years commencing with $500,000 in 2022-23. This 
is subject to changes in the Local Environment Plan 
and future resolutions of Council.
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Our 2022-23 Draft Budget

Our Budget Goals
Council’s overall guiding principle is to establish and 
maintain a financially sustainable position, underpinned 
by a sound income base and commitment to the 
delivery of services, facilities and infrastructure for our 
community in an effective and efficient manner.  

We have established specific goals for our budget to 
support this:

No. Goal
1 Maintain or improve our programs and 

services
2 React to unforeseen circumstances i.e. 

financial flexibility

3 Prioritise specific one off operational 
initiative items from year to year i.e. financial 
flexibility

4 Fully fund our required asset maintenance 
and renewals – no infrastructure backlog

We note that the above goals are referenced throughout 
the following pages.

Budget Overview
The 2022-23 draft operating budget forecasts income 
of $109.1 million and operating expenses of $106.8 
million. When we take away the $3.4 million in capital 
grants and contributions (money we receive from the 
Federal and State Governments for capital projects) we 
have an operating deficit of $1.1 million. We exclude the 
capital grants and contributions because they can only 
be used on capital projects, i.e. not on Council’s day to 
day expenses.  Our budget also includes a Capital Works 
program of $16.6 million. 

With a forecast deficit position, Council is forecasting 
an Operating Performance ratio in 2022/23 of -0.84% 
which is below the Office of Local Government (OLG) 
benchmark of greater than 0%.

Although the anticipated deficit of $1.1m has been
reduced from the forecast $6.8m deficit in the current 
2021/22 year, further measures will be required to bring 
Council into surplus and ensure a long term financially 
sustainable position. 

Our Longer Term Outlook 
As noted earlier, in developing Council’s longer term 
financial outlook through our LTFP we have considered 
four different scenarios.   These scenarios are based on 
a range of opportunities available to Council to improve 
long term financial sustainability.   Our draft 2022-23 
budget is Year 1 in each scenario.
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SCENARIOS
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Scenario 1 – Base Case – Annual Rate Peg only
Scenario 1 LTFP is shown in Attachment 1 and models 
our “Base Case” where:

No Goal
1 We maintain our current programs and 

services
2 Implement the budget repair actions as 

noted above
3 Assume 2.5% rate peg per annum (as 

instructed by IPART)

The 10 year rate path would be:
Year Year Ending Rate Peg

1 2022/23 0.70%

2 2023/24 2.50%

3 2024/25 2.50%

4 2025/26 2.50%

5 2026/27 2.50%

6 2027/28 2.50%

7 2028/29 2.50%

8 2029/30 2.50%

9 2030/31 2.50%

10 2031/32 2.50%

The average residential rate would increase by $362 
over 10 years and in years 1, 2, 5 and 10 would be:

Year Average Residential Rate

Year 1              $1,463 

Year 2             $1,500

Year 5              $1,615 
Year 10           $1,827

The median residential rate is estimated as follows, 
however this is an estimate only for future years and 
land valuation could alter this.

Year Median Residential Rate

Year 1  $1,125 

Year 2 $1,153 

Year 5 $1,242 
Year 10 $1,405 

Scenario 1 in the LTFP forecasts that Council will move 
into a small surplus position in 2025-26 of $387,000 and 
will remain in surplus for future years.  This assumes 
that the full anticipated $2million in revenue from the 
proposed Bus Shelter Advertising is in place.  

Whilst in the last few financial years we have been 
fortunate to have cash reserves to draw on and have 
been able to maintain Council’s services, this is not a 
long term solution as our cash reserves are limited.   
Therefore we need to either look to increase our 
income from another source or reduce our expenses by 
reducing our services to the community. 

We identified above that to achieve financial 
sustainability we need to have the ability to react to 
cover expenses from things that we think could occur, 
for example a major storm event or to have the ability to 
do a ‘one off’, for example a major event or project for 
our community.  We refer to this as ‘financial flexibility’ 
and believe a sound level for this to be between 
$1million and $1.5million per annum. 

Based on ‘building in’ financial flexibility of $1million 
plus, our Scenario 1 of the LTFP, indicates that this is 
not achieved for the 10 year horizon of the plan. Annual 
budget deficits and expenditure incurred in reacting to 
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•	 services Council delivers, so Budget Goal 1 would 
not be achieved.  

•	 Increase Income – introduce measures to increase 
our income base. Rates comprise 42% of our 
ongoing income and are the most stable form of 
income we receive.  Scenarios 2, 3 and 4 are based 
on increasing our total rates income through a 
Special Rate Variation (SRV).

The additional income achieved through an SRV, 
would provide Council with the opportunity to improve 
programs and services including potentially undertaking 
new capital works projects. 

Therefore LTFP Scenarios 2, 3 and 4 incorporate 
additional expenditure for potential service 
improvements areas and new capital work projects 
supported by an SRV.  A minimum of $1.15million 
per annum in operational areas and $15 million 
total in capital areas over the full 10 years has been 
incorporated.  Some examples of how these funds 
could be utilised are:
•	 Improving Council’s parks and recreational areas
•	 Improving our existing footpaths
•	 Construction of new footpaths
•	 To address Council’s substantial backlog of 

stormwater works
•	 Implementation of projects as identified Council’s 

Heritage Gap Analysis
•	 Improvements to business centres

The 1.15million in operational areas are included in 
the Income Statements in each of the Scenarios and 
relevant Attachment however the capital areas are 
funded from the Income Statement surplus i.e the 
Surplus before Capital Grants & Contributions.

need to be met from Council’s cash reserves and as 
already noted, although used in recent times this is not a 
long term option for the future.

Following is a table that includes the above-mentioned 
budget goals and what the result of moving forward 
with Scenario 1 of the LTFP would do in regard to the 
achievement of those budget goals:  

No. Goal Result
1 Maintain or improve 

our programs and 
services

Services and 
Programs are 
maintained but not 
improved

2 React to 
unforeseen 
circumstances i.e 
financial flexibility

Not achieved

3 Prioritise specific 
one off operational 
initiative items from 
year to year i.e 
financial flexibility

Not achieved

4 Fully fund our 
required asset 
maintenance and 
renewals – no 
infrastructure 
backlog

Achieved

Options to Achieve Long Term Financial Sustainability
Scenario 1 does not achieve long term financial 
sustainability as measured against our budget goals. 
In order to bring this long term financial sustainability 
goal forward, we would need to either reduce our 
expenditure or increase our income:
•	 Reduce Expenditure - as noted above under “How 

We Are Addressing Our Financial Challenges”, it is 
likely that any further expenditure or staff reductions 
would result in an impact on the programs and
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Scenario 2
Scenario 2 LTFP is shown in Attachment 2 and models 
our “SRV and Improve Option 1” where:

No Goal
1 We maintain and improve our current 

programs and services
2 Implement the budget repair actions as 

noted above

3 2.5% SRV + 2.5% rate peg for 3 
consecutive years from 2023/24

The 10 year rate path would be:
Year Year Ending Rate Peg SRV 7.5% over 3 yrs Rate Path

1 2022/23 0.70% +  = 0.70%

2 2023/24 2.50% + 2.50% = 5.00%

3 2024/25 2.50% + 2.50% = 5.00%

4 2025/26 2.50% + 2.50% = 5.00%

5 2026/27 2.50% +  = 2.50%

6 2027/28 2.50% +  = 2.50%

7 2028/29 2.50% +  = 2.50%

8 2029/30 2.50% +  = 2.50%

9 2030/31 2.50% +  = 2.50%

10 2031/32 2.50% +  = 2.50%

The average residential rate would increase by $501 over 
10 years and in years 1, 2, 5 and 10 would be:

Year Average Residential Rate

Year 1              $1,463 

Year 2             $1,536

Year 5              $1,736 
Year 10           $1,964

The median residential rate is estimated as follows, 
however this is an estimate only for future years and 
land valuation could alter this.

Year Median Residential Rate

Year 1 $1,125 

Year 2 $1,181 

Year 5 $1,335 
Year 10 $1,510 
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Scenario 3 
Scenario 3 LTFP is shown in Attachment 3 and models 
our “SRV and Improve Option 2 ” where:

No Goal
1 We maintain and improve our current 

programs and services
2 Implement the budget repair actions as 

noted above

3 5.0% SRV + 2.5% rate peg for 3 
consecutive years from 2023/24

Year Year Ending Rate Peg SRV 15% over 3 yrs Rate Path
1 2022/23 0.70% +  = 0.70%

2 2023/24 2.50% + 5.00% = 7.50%

3 2024/25 2.50% + 5.00% = 7.50%

4 2025/26 2.50% + 5.00% = 7.50%

5 2026/27 2.50% +  = 2.50%

6 2027/28 2.50% +  = 2.50%

7 2028/29 2.50% +  = 2.50%

8 2029/30 2.50% +  = 2.50%

9 2030/31 2.50% +  = 2.50%

10 2031/32 2.50% +  = 2.50%

The average residential rate would  increase by $645 
over 10 years and in years 1, 2, 5 and 10 would be:

Year Average Residential Rate

Year 1              $1,463 

Year 2             $1,573

Year 5              $1,863 
Year 10           $2,108

The median residential rate is estimated as follows, 
however this is an estimate only for future years and 
land valuation could alter this.

Year Median Residential Rate

Year 1  $1,125 

Year 2  $1,209 

Year 5 $1,433 
Year 10  $1,621 
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Scenario 4 
Scenario 4 LTFP is shown in Attachment 4 and models 
our “SRV and Improve Option 3” where:

No Goal
1 We maintain and improve our current 

programs and services
2 Implement the budget repair actions as 

noted above

3 10.0% SRV + 2.5% rate peg in 2023-34 , 
5.0% SRC + 2.5% rate peg in 2024-25 

The 10 year rate path would be:

Year Year Ending Rate Peg SRV 15% over 2 yrs Rate Path
1 2022/23 0.70% +  = 0.70%

2 2023/24 2.50% + 10.00% = 12.50%

3 2024/25 2.50% + 5.00% = 7.50%

4 2025/26 2.50% + = 2.50%

5 2026/27 2.50% +  = 2.50%

6 2027/28 2.50% +  = 2.50%

7 2028/29 2.50% +  = 2.50%

8 2029/30 2.50% +  = 2.50%

9 2030/31 2.50% +  = 2.50%

10 2031/32 2.50% +  = 2.50%

The average residential rate would  increase by $640 
over 10 years and in years 1, 2, 5 and 10 would be:

Year Average Residential Rate

Year 1              $1,463 

Year 2             $1,646

Year 5              $1,859 
Year 10           $2,103

The median residential rate is estimated as follows, 
however this is an estimate only for future years and 
land valuation could alter this:

Year Median Residential Rate

Year 1 $1,125 

Year 2  $1,266 

Year 5  $1,429 
Year 10 $1,617 
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The above compares the projected Surplus before Capital Grants & Contributions over the ten year period for each 
scenario.  It demonstrates that:
•	 Scenario 4 would bring Council into a surplus position in 2023/24
•	 Both Scenario 3 and 4 bring Council into a surplus in a shorter timeframe than Scenarios 1 and 2
•	 Both Scenario 3 and 4 provide Council with a stronger longer term financial position 

Comparison of Scenarios
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Scenario
1 2 3 4

$’000 $’000 $’000 $’000
Net Operating Result 2022/23 (Year1)

Deficit before Capital Grants & 
Contributions

(1,094) (1,094) (1,094) (1,094)

Less Financial Flexibility (1,500) (1,500) (1,500) (1,500)

Less Funding New Capital Works 0 (1,250) (1,250) (1,250)

Available Surplus (2,594) (3,844) (3,844) (3,844)

Net Operating Result 2023/24

Deficit before Capital Grants & 
Contributions

(1,293) (1,951) (1,008) 878 

Less Financial Flexibility (1,500) (1,500) (1,500) (1,500)

Less Funding New Capital Work 0 (1,250) (1,250) (1,250)

Available Surplus (2,793) (4,701) (3,758) (1,872)

Net Operating Result 2026/27

Surplus before Capital Grants & 
Contributions

555 1,826 5,099 4,995 

Less Financial Flexibility (1,500) (1,500) (1,500) (1,500)

Less Funding New Capital Works 0 (1,250) (1,250) (1,250)

Available Surplus (945) (924) 2,349 2,245 

Net Operating Result 2031/32

Surplus before Capital Grants & 
Contributions

1,106 3,037 6,740 6,622 

Less Financial Flexibility (1,500) (1,500) (1,500) (1,500)

Less Funding New Capital Works 0 (1,250) (1,250) (1,250)

Available Surplus (394) 287 3,990 3,872 

The following table shows the “Available Surplus” in each 2022/23 (Year 1), 2023/24 (Year 2), 2026/27 (Year 5) and 
2031/32 (Year 10) under each scenario after building: 
•	 $1.5 million in financial flexibility (into all Scenarios) 
•	 $1.25million per annum in additional capital works (into scenarios 2, 3 and 4)
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 A further key area of comparison are the Average and Median Residential Rates under each scenario:
Average Residential Rates:

Average Residential Rate

Year Scenario 1 Scenario 2 Scenario 3 Scenario 4

Year 1 $1,463  $1,463  $1,463  $1,463 

Year 2 $1,500  $1,536  $1,573  $1,646

Year 5  $1,615 $1,736  $1,863 $1,859 
Year 10 $1,827 $1,964 $2,108 $2,103

10 Year Increase $364 $501 $645 $640

Median Residential Rates (noting that this is an estimate only for future years and land valuation could alter this):

Median Residential Rate

Year Scenario 1 Scenario 2 Scenario 3 Scenario 4

Year 1  $1,125 $1,125  $1,125 $1,125 

Year 2 $1,153 $1,181  $1,209  $1,266 

Year 5 $1,242 $1,335 $1,433  $1,429 
Year 10 $1,405 $1,510  $1,621 $1,617 

10 Year Increase $280 $385 $496 $492

The following shows the results of each scenario in relation to Council’s budget goals:
No. Goal

1 Maintain or improve our programs and services
2 React to unforeseen circumstances i.e. financial flexibility
3 Prioritise specific one off operational initiative items from year to year i.e. financial flexibility

4 Fully fund our required asset maintenance and renewals – no infrastructure backlog

Goal Scenario 1 Scenario 2 Scenario 3 Scenario 4

1 Maintain only Maintain and Improve Maintain and Improve Maintain and Improve

2 Not Achieved Achieved 2025/26 Achieved 2024/25 Achieved 2024/25

3* Not Achieved Not Achieved Achieved 2025/26 Achieved 2024/25
4 Achieved Achieved Achieved Achieved

*As measured by a positive “Available Surplus”
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Financial Planning Assumptions	
In preparing the Long Term Financial Plan (LTFP), consideration was given to a range of economic factors that affect our finances.  We have made assumption in putting 
together this year’s budget and our LTFP which are detailed below. Overall we have taken a conservative and consistent approach to the assumptions so as to pick a 
historical mid-line rather than being extreme in our assumptions given the uncertain future being faced with global unrest and the impact already being felt on fuel prices.

Inflation 
Overall inflation has assumed to be 2.0% to 2.5% year on 
year in order to give a realistic but conservative impact on the 
models. This flows through to items such as Statutory Fees & 
Charges, Grants Received, Rental Income, Insurance Costs, 
Materials & Contracts Expenses.

Rates & Domestic Waste Management Charges (DWMC)
We have used the iPart recommendation of 2.5% for the Rate 
Peg and modelled that SRV increase on various scenarios. We 
have used 2.5% as a conservative increase for DWMC.

Interest Income and Expense
Interest expense has been modelled using existing loan data 
and is exact. Interest Income has been modelled using a range 
of +0.75% growing to +1.15% given that interest rates have 
been below 0.63%.

Employee Costs
We have used a range of 2.5% to 3.0% for employee salaries 
and wages given the 2022/23 wage increase has been set at 
+2.5%. Superannuation has been adjusted for changes in the 
Super Guarantee Charge (SGC).

2022/23 2023/24 2024/25 2025/26 2026/27 2027/26 2028/29 2029/30 2030/31 2031/32

+2.0% +2.0% +2.0% +2.0% +2.25% +2.25% +2.25% +2.50% +2.50% +2.50%

+2.5% +2.5% +2.5% +2.5% +2.5% +2.5% +2.5% +2.5% +2.5% +2.5%

0.71% 0.75% 0.80% 0.85% 0.90% 0.95% 1.00% 1.05% 1.10% 1.15%

+2.5% +2.25% +2.25% +2.5% +3.0% +3.0% +3.0% +3.0% +3.0% +3.0%
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Sensitivity Analysis

Although the assumptions listed in the previous section are our current informed estimate based on a range of reliable sources, long term financial plans are inherently 
uncertain. They contain a wide range of assumptions about interest rates and the potential effect of inflation on revenues and expenditures which are largely outside our 
control. Developing our Long Term Financial Plan has included financial modelling taking into account the impact on our finances if trends worsen.

Rates & Annual Charges
Rates & Annual Charges comprise 54% of our total income. Rates are capped by the State Government and we can only increase rates if we apply for a special increase. 
If rates are held 0.5% pa below the CPI the budget will decline into deficit for each year of the Long Term Financial Plan.
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Employee Costs
Salary growth is largely subject to the NSW Local Government Award. The current Award provides for an annual increase of 2.5% in 2022/23. We have assumed an 
annual increase of 2.25% for the following three years then 3.0% thereafter. If the Award increase was 0.5% pa higher than these assumptions then the budget will 
remain in deficit for each year of the Long Term Financial Plan.
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Materials, Contracts and Other Expenses
Our base case budget uses an inflation rate range of 2.0% to 2.5%, however, fluctuating market conditions could affect the price of certain Materials and Contracts. 
The chart shows the impact of a 0.5% pa increase in Material, Contracts and Other Expenses above the CPI. The budget would remain in deficit for each year of the 
Long Term Financial Plan
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Combined Impact 
The chart shows the combined impact rates, materials and contracts, other expenses and employee costs varying by 0.5% per annum and would see the budget fall 
into increasing deficit from 2023/24.
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Council’s Draft Long Term Financial Plan 2022/23 to 2031/32 will be placed on formal public exhibition from 6 April 
to 15 May 2022. Members of the community are invited to make public submissions expressing their views on the 
draft plan during the public exhibition period to be considered by Council.

Public submissions received during the exhibition period  will be considered by Council in June 2022. The Plan will be 
adopted by Council, coming into effect 1 July 2022.To continue to engage with Council and to have your say you can:
•   Go to Council’s website  
     www.woollahra.nsw.gov.au 
•   Email council at 
     records@woollahra.nsw.gov.au

Have Your Say

Aerial view of Rose Bay beach
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(i) Scenario 1 - Base Case
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(ii) Scenario 2 - SRV Option 1
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(iii) Scenario 3 - SRV Option 2
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(iv) Scenario 4 - SRV and Improve Option 3
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