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11.6 ADOPTION OF THE LONG TERM FINANCIAL PLAN FOR THE PERIOD 2022/23 - 2031/32 

Attachments: 1. Long Term Financial Plan 2023-2032   
2. Revenue and Rating Plan 2023-2026    

  

RECOMMENDATION: 

That Council: 

1. ADOPTS the Long Term Financial Plan 2022/23 to 2031/32 and NOTES endorsement for the 
Scenario 1 - Base Scenario as detailed in Attachment 1; 

2. ADOPTS the Revenue and Rating Plan 2022/23 to 2025/26 detailed in Attachment 2; 

3. AUTHORISES the Chief Executive Officer to forward the City of Vincent Long Term Financial 
Plan in 1. above to the Department of Local Government, Sport and Cultural Industries. 

 

PURPOSE OF REPORT: 

To consider the adoption of a Long-Term Financial Plan (LTFP) for the period 2022/23 ï 2031/32 and a 
Revenue & Rating Plan 2022/23 ï 2025/26. 

BACKGROUND:  

As part of the Integrated Planning and Reporting Framework (IPRF), all local governments in Western 
Australia are required to have developed and adopted a "plan for the future", comprising at a minimum of 
Strategic Community Plan and Corporate Business Plan. 
 
The Long-Term Financial Plan is also a key component of the City's integrated planning framework and 
identifies how the City to set priorities, based on the resourcing capabilities for the delivery of short, medium 
and long-term priorities. 
 
The City's current LTFP was adopted on 18 August 2020. We have comprehensively reviewed the LTFP in 
order to reflect the significant changes in economic conditions that have occurred since 2020 and to ensure 
its alignment to the City's Corporate Business Plan 2022/23 - 2025/26.  
 
The Draft LTFP was presented to Council Members at Council Workshops on 2 and 30 August 2022 for 
discussions and their input.  
 
The LTFP provides an indication of a local governmentôs long term financial sustainability and allows early 
identification of financial issues and their longer-term impacts. It shows the linkages between specific plans 
and strategies and enhances the transparency and accountability of the Council. 
 
We also propose to include a Revenue and Rating Plan 2022/23 to 2025/26 within the integrated planning 
framework, to provide increased transparency for ratepayers on the various revenue and rating mechanisms 
available to the City of Vincent. 

DETAILS: 

We have modelled three different scenarios in the LTFP from 2022/23 ï 2031/32 that will provide guidance 
towards capital expenditure and reserve funding based on varying levels of rate rises. The underlying 
assumptions used in each scenario includes: 
 
- Net surplus of around $100k - $200k each year 
- Inflation of 3.1% for 2023/24 (based on the current Reserve Bank of Australia forecast) and then 3% 

until 2031/32 
- 2.75% increase in wages for 2023/24 and 2024/25 and 2% each year until 2031/32 plus statutory 

superannuation increases. This is dependent on the outcome of enterprise bargaining negotiations. 
- Service delivery and staff levels (ie full time equivalent or FTE) to remain at the same level and any 

increase in service expectations is absorbed through operational efficiencies 
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- Mindarie Regional Council gate fee reduced from ~$160/tonne to ~$145/tonne in 2023/24 and a 
planned waste to energy transition from 2024/25. Savings of ~$1m over 10 years have been transferred 
to the Waste Reserve. 

- Light fleet renewal is planned for every 3 years as per council policy, and reflecting the optimal life span 
of the current hybrid and electric vehicle fleet. 

 
Scenario 1 ï Base scenario 
 
The base scenario allows for the majority of Council approved projects and master plans to be delivered, 
including key projects like Robertson Park Development Plan Stage 1 & 2 and the Banks Reserve Master 
Plan (without a community facility). The key assumptions and outcomes of this scenario are: 
 
- Medium rate increases (4%-4.5%) from 2023/24 to 2025/26 and reducing to 2.5%-3% from 2026/27 
- 4-year capital works to be fully funded and a steady increase of 3%-6% in capital expenditure from 

2026/27 
- Reserve balance to grow by $10m over 10 years (2031/32 balance $22m) 
- Majority of key financial ratios meet the minimum target prescribed by the Department of Local 

Government, Sport and Cultural Industries (DLGSC) 
- The current ratio is planned to fall below the minimum prescribed range of 100% due to a strategic 

focus on transferring any excess surplus to build up the reserve balance over the 10-year period 
 
We have also conducted sensitivity analysis on the financial impact of potential high inflation and COVID 
scenarios when preparing the base scenario of the LTFP: 
 
- An increased rate of inflation of 5% to 7% (operating loss equivalent of $0.4m to $0.9m) would result in 

an equivalent additional rate increase of 1% to 2% to maintain a budget surplus in the respective year 
- A COVID 2-month lockdown would result in an approximate net loss of $1.6m per year. An equivalent 

additional rate increase of 4% would be required to maintain a budget surplus that year. 
 
Scenario 2 ï Low rates scenario 
 
The low rates scenario places a heavy reliance on the use of existing reserves to fund the 4-year capital 
works plan including the Robertson Park Development Plan Stage 1 & 2 and the Banks Reserve Master Plan 
(without community facility). The key assumptions and outcomes of this scenario are: 
 
- Steady rate increases of 2%-3.4% per year from 2023/24 
- Reserve balance to initially reduce and progressively build up to a balance of $12m by 2031/32  
- $6m reduction in capex spending beyond the 4-year capital plan when compared to the base rates 

scenario 
- Operating surplus and asset sustainability ratios dropping below the minimum target threshold 

prescribed by the DLGSC 
 
Scenario 3 ï High rates scenario 
 
The high rates scenario provides funding for additional large-scale projects including Beatty Park 2062 and 
Leederville Oval and a significant increase to our reserves over the 10 years. The key assumptions and 
outcomes of this scenario are: 
 
- High rates increase from 2023/24 to 2026/27 (6%-7%) and reducing to 2.5%-3% from 2027-28 onwards 
- Additional Capex of $35m to support renewal projects at Beatty Park and Leederville Oval from 2025/26 

to 2031/32 compared to the base rates scenario 
- Reserve balance to increase by $13m over 10 years (2031/32 balance $25m) 

RESERVES ANALYS IS: 

The City has compared itself against 12 other Metro LGôs in relation to the budgeted 2022/23 closing reserve 
balances and how these compare against annual rates revenue and capital spend.  
Reserve balances across those shown in the graph below range from $3.3m to $114.0m, while annual rates 
revenue ($25.8m to $150.9m) and capital spend ($11.2m to $50.0m) also varies quite significantly. Vincent 
currently has one of the lowest reserve balances at $12.4m when compared to other metro LGôs. 
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Looking at the data across all 13 LGôs we can see the median and average reserve balance sits around 
~$42m. Reserves as a multiple of rates ranged from 0.1x-2.2x with the median sitting at 0.8x and reserves 
as a multiple of capex ranged from 0.4x ï 3.8x with a median of 1.4x. 
 

  FY23 Reserve balance   Reserves/Rates revenue   Reserves/Capex  

 Median                                      42,435,294   0.8x   1.4x  

 Average                                      42,059,298   0.8x   1.9x  

 
 
Based on our medium rates LTFP scenario the Cityôs multiple for reserves to rates ranges from 0.2x-0.4x 
and for reserves to capex it ranges from 0.6x-1.1x. As reserves are predominantly capital in nature it is 
recommend the City benchmark against the reserves to capex multiple.  
 

  Reserves/Rates revenue   Reserves/Capex  

 Scenario 1 ï Base case   0.2-0.4x   0.6-1.1x  

 
Recommendation and justification 
 

¶ Reserve balance should target 1.0-2.0x of annual capital spend 

¶ The LTFP base case scenario has a closing reserve balance of $22.5m in 2031/32 which sits within the 
targeted range 

¶ Higher reserve balances support long term financial sustainability and allows the City to respond to 
unforeseen future events while reducing volatility in annual rate increases 

COMMENT: 

The Long-Term Financial Plan is an óinforming strategyô within the Integrated Planning and Reporting 
Framework established by the State Government. It plays a vital role in prioritisation and integration, 
supporting the local government in current and future decision making. It enables the local government to set 
priorities, based on their resourcing capabilities, for the delivery of short, medium, and long-term community 
priorities.  It is also an indicator of a local governmentôs long term financial sustainability and allows early 
identification of financial issues and their longer-term impacts.  The LTFP highlights linkages between 
specific plans and strategies and enhances the transparency and accountability of the council to the 
community. 
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The Long-Term Financial Plan does not commit Council to a future course of action. Where Council 
decisions deviate from the assumptions within this plan, the impact on the LTFP should be understood and 
the LTFP updated accordingly.  
 
The LTFP has been modelled on the 2022/23 Budget being the first year of a 10-year rolling plan. It is 
assumed that it is updated annually when the Annual Budget and 4-year Capital Works Budget are reviewed 
and adopted. 
 
The capital expenditure approved in the annual budget has been aligned to the Corporate Business Plan and 
the Capital Works Program. 
 
The LTFP is based on a range of assumptions and strategies considered reasonable at the time of 
developing the LTFP.  
 
All scenarios outlined above will fund the delivery of the current 4-year capex plan. The high rates and base 
rates scenarios provide for sizeable increases to our reserves compared to the low rates scenario, which will 
initially diminish the balance but steadily increase to $12m by the end of the 10 years. 
 
The high rates scenario will allow for the Leederville Oval and Beatty Park 2062 projects to be delivered 
through significant annual rate increases up to 2026/27.  

CONSULTATION/ADVERTISING:  

The LTFP is an internal planning tool used to support the City's broader strategic planning framework and in 
particular the Strategic Community Plan.  

LEGAL/POLICY:  

The Section 19, Division 3, Local Government (Administration) Regulations 1996 establishes the minimum 
requirements for a local government to óplan for the futureô. This includes the requirement for the creation of 
a Strategic Community Plan and a Corporate Business Plan, as per Section 5.56 Local Government Act 
1995). 
 
This plan complies with the State Governmentôs guidelines for the development of an Integrated Planning 
and Reporting (IPR) framework, and the relevant advisory standards and Model LTFP provided by the 
Department of Local Government, Sport and Cultural Industries. 

RISK MANAGEMENT IMPLICATIONS:  

Medium: The Long-Term Financial Plan will be used for planning future annual budgets and assessing the 
future financial sustainability and therefore it is important that the estimates are based on the 
appropriate and relevant assumptions. 

 
In preparing long term estimates there is a risk that the assumptions on which the estimates are based do 
not hold true over time. This review has been complicated by the impact of COVID-19 and high inflation, 
placing increased uncertainty around short term estimates. These risks are mitigated by a requirement for 
annual update and review. 

STRATEGIC IMPLICATIONS:  

This is in keeping with the Cityôs Strategic Community Plan 2018-2028:  
 
Innovative and Accountable 

Our resources and assets are planned and managed in an efficient and sustainable manner. 

Our community is aware of what we are doing and how we are meeting our goals. 

Our community is satisfied with the service we provide. 

We are open and accountable to an engaged community. 
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SUSTAINABILITY IMPLICATIONS:  

A key aim of the Long-Term Financial Plan is to enhance the Cityôs financial sustainability, which will in turn 
contribute to protecting/enhancing the Cityôs built and natural environment and to improving resource 
efficiency. 

FINANCIAL/BUDGET IMPLICATIONS:  

The Long-Term Financial Plan will assist in the preparation of future Annual Budgets and project planning. 
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