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Halina Shire Council Diraft Financsal Planning

CBJECTIVE

The purpese of this policy is to establish a set of financial indicators that will guide
Council's financial performance in the short to medium ferm plus establish a
framework for the long term financlal sustainabllity of Councl

BACKGROUND

As a public sector organisation # is essential that Council manage its finances in a
prudent and responsitle manner. Also public sector organisations do not operate on
a standard cperating profit basis as many senvices are provided at & net cost to the
community.

Therefore it |5 important that Council endorse a range of finandal indicators that can
be reparted to the public on a regular basis and that will azsist Caundl in managing
its finances in the short, medium and long term,

DEFIMITIONS

Finanaial Sustalnabllity A lozal counal 15 sustainable if s infrastructure capital
and financial capital is able to be maintained owver the
larg term . Financial sustainakilty for local governm ents
is being able to manage likely developmenis and
unexpected financial shocks in future periods without
having at some tme (o intoduce econamically
significant o sccially  destabilising  income  or
expenditure adjustments, (Source; IPWEA Australian
Infrastructure Financial Management Guidelines 2009).

Assels Renewals Expenditure on an exisling assef that retums the
sandce patential ar life of the asset, to that which it was
ariginally intended. As it reinstates existing senvica
potential it has no impact on revenue, but may reduce
future operating and maintenance expenditure  if
completed in the optimum tme. (Source: IPWEA
Australian  infrastructure Financial  Management
Guadelines 2009).

Agzet Upgrades Upgrading of an existing asset to provide a higher level
of sendce, increasing the life of the assel beyord the
life thal was origically intended. (Souwrce: IPWEA
Australian  Infrastructure Financial  Management
Guidelines 2009).

SCOPE OF POLICY

This palicy applies to;

o Councl employess

+  Councillars

Faga | 018 TEA

Ballina Shire Council Ordinary Meeting Attachments

28/04/11 Page 85 of 97



Balina Shire Council Craft Financaal Plenning

RELATED DOCUMENTATION

Related decuments, policies and legislation:

# Local Government Act 1993,

s Local Government General Regulation 2005,

# Local Government Cade of Accounting Practice and Financial Reporing; and
& Ausiralian Accounting Standards

POLICY

PART 1 - POLICY STATEMENT

Couwndil has a fiduciary responsbility to the community to manage our finances and
assets aver the long term that balances the community's needs with the long term
financial sustainabilty of Counal. The key perfformance indicalors established by this
Podicy will guide Councl with bath its short tarm ard long term financial planning and
decizion makirg.

The financial indicators adopted by Council measure Councll's financial position and
itz financial performance. The framewark™ for these indicators is tabled below.

*Zource LG Salutiors Pry Lid - Apeil 2010 Newsketes

Table 1

FIMAMCIAL INDICATOR GOAL INDICATOR TYFE

_ _ Financial Finaneial

Guoal Achievability Time Harizon Position Performance

Indicatar Indicator
1. Operetional Liguidity Shod Tem Dy by Chay | ] R 0]
2 Fiscal Responsibiiby kedivm Term | Councifs Electad Torm TaE e
2. Financial Sustainabiliy L o3 Tarim Inter Generatianal Teg jd--3

PART 2 - FINANCIAL PERFORMAMNCE INDICATORS & BENCHMARKS
Coundil's benchmark goals for the performanes indicators are as follows:

1.1 Unrestricted Current Ratio - Council @ms fo mamfain & Consolidated
Unrestricied Current Rafie above 2:1

1.2 Rates and Annual Charges Outstanding Ratio - Council aims to maintain a
Rates and Annual Charges OCuistanding Ratio of less than 6% for
Consolidated, General, Water and Sewer Funds',

1.3  Available Working Capital / Funds - Council aims to maintain the General
Furd Awvailable Warking Capltal / Funds above $3 milllen ard \Water and
Sewer above §1 million each,
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Salina Shire Council Dratt Fingrcagl Planning

2.1 Operating Balance Ratio - Councils aim to maintzin the Operating Balanes
Ratic &t better than minus 108 for Consalidated, General, Water and Sewer
Funds.

2.2  Debt Service Ratio - Council aims to maintain a Debt Service Ratio at less
than 12% for Consolidated, General, Water and Sewer Funds and new loans
have identified repayment funding sources.

2.3 Rates and Annual Charges Coverage Ratio - Council aims fo maintain a
Rates and Annual Charges Cowverage Ratic of greater than 40% for
Consalidated, General, Water and Sewer Funds.

24 Outstanding Employee Leave Entitlements Ratio - Council aims fo
maintain a Consolidated Outstanding Employes Leave Entitlements Ratio of
less than 47%.

31 Asset Consumption Ratio - Coundils aim to maintain an Asset Consumplion
Ratic of greater than 40% for Consdidated, General, VWater and Sewer
Furds.

3.2  MNet Financial Liabilities Ratio - Councils aim to maintain 8 Net Financial
Liabilities Rafic of less than 8% for Consolidaled, General, Water and Sewer
Furds.

The financial indicators tabled below have been referenced from Mote 12 of the Local
Government Code of Accounting Practice and Financial Reporting, the LGMA Health
Check, the IPWWEA Australian Infrastructure Financial Management Guidelines, the
NSW IPART report Revenus Framewark for Local Govemnment, and the Quesnsland
LG Act.
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Balina Shire Council

Dratt Fingrcagl Planning

FINANCIAL INDICATORS

|eencHmARK
GOAL

INDICATOR TYFE

Financial

Position

Fimancial
Performance

1. Operatienal Liquidity - Short Term Focus

Unraslicled curnenl assels divided by
unresiricled current |abilities

Measured az a ralie.

{Thiz ratla is as per Mote 13)

Pupose - this is a measure of Councifs
ability te meel s shord 1em liabilities with
#5 shor lenm assels

Rates and annual charges cutstanding
divded by rates and annual changes
callectible.

Measured as a parceniage.

{This rafia is as per Mot 13)

Pupaze - this measum assesses the
mpact of uncollected rales and charges
on Cauncires liquidity and the adeguacy af
Council's debt recowery efforis.

1.3 Available Working Funds
General Fund
Sewer Fund
Water Fund
Total of cash,. imesiments, receihables
and imentory assels bess Total payables
Eabililies. exlemally resiricled recehables,

and real estate imentory. Ta be greater than

plus 2% of Income (excl rales & annual
charges and grants & contribulions) plus
core imenlory and ecebables balance.
Measured in 3000's,

Pupaze - shows Councilz sho {em
abllity te cover shor temm financlal shocks
whather they be reductions in anticipated
revenues of unplanned addilicnal
axpandilire

1.1 Unrestricted Current Ratio (General Fund Only)

1.2 Rates & Annual Charges Outstanding Ratio

ntemalty and exlemally restricted invesimeants

5% of expenses (excl deprecialion and wages |

=21
lgma Health
Check Rece)

< B
ilgma Health
Check Recc)

3,000
51,000
51,000
BSC calculated

I

o5

Yes

Yes
Yes
Yo

Mo

Mo
i l']
Mo
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Balina Shire Council

Dratt Fingrcagl Planning

FIMANCIAL INDICATORS

BENCHM AR
GOAL

2.1 Operating Balance Ratlo
Mat aperabing resu® Fom continuing
cperebions (excludng capitel dems)as 2
parceniage of aperating revsrue (eecluding
capilal iferms]
Measured &5 a percentage
Furpose - mesasures whether the Cauncil
E sustainable in temms of is operating
rasult. Council should not be recanding
racumng oparating defcits or undng
operebing results fom capital rsanues

22 Debt Service Ratia
Losn peincipal & smberest payments duded
by resEniue rom conlinung cperations
excluding capital itesm=s and specific purpose
gremts and comnbutions . [as per Mate 13)
Measured &5 3 pementags
Purpasa - a mapsuna of whether Council has
e cassiv debl serdcing cosls. radalive 1o
cpereling rewsnug,

2.3 Rates & Annual Changes Coverage Ratic
Rates & arnual charpss leaed daded by
tatal aperating rewenus Fom continuing
cperetans. (es per Mote 120
Measued & a parentage
Purpose - his is & indicatar of 8 Councits
Inanceal sl suMciency. It indcates b a
Couned covers s aperating costs through
s tasaton resenus. Councils: that neve &
kv ratio tand to more reliant on grants and
ganaraly heve lovesr laxibiity bo vary thess
charges

24 Outstanding Employee Leave Entitlements
Total of sulstandng amployes laae
entitlements duded by total wages and
salanss paid.

Measuned &z a pencentnde

Burpose - meesuss the Council's leav
iabiibias as a percartage of total wagas
and salanas . Shows possible oot
busild up of ligbikties

25 Comt aMelency per resdent
lotal operating costs dnaded bar Shina
papuiaban
Measured n Fs
Purpake - messaes he cost
opeatsans an a per head basis

Cauncil's

3. Fiscal responsibility - Council elecled e nm focUs

= -Ti%
{ FART Rezch

< 12%
(lom & Hasth
Check Reacz]

= 40%
{ FART Rexc)

Ratic
< 47%

For Infoamation
oy

el fram awand condiions )

INDICATOR TYPE
Financial | Financial
Fosition |Peformance

Mo Ves

M Yes

Mo ¥es

Tas M

(£]d] Yes
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Balina Shire Council

Dratt Fingrcagl Planning

FINANCIAL INDICATORS

|eEncHMARK
GOAL

INDICATOR TYPE

Financial
Postion

Financial
Ferformance

3.1 As=zet Consumption Ratio
Depecialed replacement cosl aof agsels
divddled by curent replacement cost of
depreciabde assels.
Measured as a perceniage.
Pupase - this ratio seeks to highlight the
aged conddion of Coancil's physical assels
Ther indicalor shows 1he deprecialed
replacemen cost of the assels relalive e
their *as new” (replacem enl) walue.

3.2 Net Financial Liabilities Ratio
Total liabdities less cument assets dhided
by Lofal operating mvenues.
Measured a5 8 perceniage,
Pupase - measures |he lang lem debl
position of Council and Councifs abillty Lo
meel 1= financial obiigations from revenue
sireams.

3. Financial Sustainahility - Long term Intergenerational focus

=4 0%
(IPWEA Rec)y

< 60%
(Qld LG Acl racc)

Y es

Yes

as

Yes

REPORTING

The financial indicators included in this Paolicy will be reported annually to Coundl
after completion of the Annual Statements.  \Where Coundll has nol achieved the
benchmark a strategy will be recommended such that the benchmark is achieved in

the fufure.

REVIEW

This policy shall be reviewsd st least every four years to ensure it meets relevant

legislation and benchmarks are refevant.
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