
 Morrison Low 1 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Draft Long Term Financial Plan 2024 - 2034 

Narrandera Shire Council 

April 2024 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 



Narrandera Shire Council  

 

i 

 

 

 

Contents 

 
 

1 Executive summary 3 

 1.1 The Shire 3 

 1.2 Financial Context 3 

 1.3 What we know 4 

 1.4 What are our scenarios? 5 

 1.5     Other Businesses 7 

2 Introduction 9 

 2.1 Our Narrandera Shire 2034 10 

 2.2 Long term Financial Plan (LTFP) 11 

 2.3 Financial Model 11 

3 Long term financial sustainability  11 

 3.1 How do we define long term financial sustainability 11 

 3.2 How financially sustainable is council  12 

4 Financial management in Council 14 

 4.1 Regulatory environment 14 

 4.2 Financial environment – rate pegging 14 

 4.3 Financial environment – the state of Council’s finances 15 

 4.4      Imperatives 15 

 4.5 Rating Strategy 16 

 4.5.1 Rating income strategy 16 

 4.5.2 Domestic waste management  18 

 4.5.3 Water and Sewer Charges 18 

 4.5.4 Investments and Loan borrowings 19 

 4.5.4 Cash reserves and restrictions 20 

 4.5.6 Developer contributions 20 

 4.5.7 Discretionary and regulatory fees and charges 20 

 4.5.8 Asset management 20 

 4.6 Workforce plan 21 

 4.7 Long term financial plan assumptions 22 

 4.7.1 Population forecasts 22 

 4.7.2 Inflation 22 

 4.7.3 Interest rate movements 23 

 4.7.4 Revenue and expenditure assumptions 23 



Narrandera Shire Council  

 

ii 

 

 

 4.7.5 Improvements 24 

5 Scenario 1 – Base case  24 

 5.1 Introduction 24 

 5.2 Components included in scenario 25 

 5.3 Sustainability assessment 25 

 5.4 Sensitivity analysis 25 

6 Scenario 2 (includes SV) – Long term Sustainability 26 

 6.1 Introduction 26 

 6.2 Components included in this scenario 26 

 6.3 Sustainability assessment 26 

 6.4 Sensitivity analysis 29 

7    Water Fund  

 7.1     Introduction 30 

 7.2     Components included in scenario 30 

 7.3     Sustainability Assessment 30 

 7.4     Sensitivity Analysis        31 

8    Sewer Fund 32 

 8.1 Introduction 32 

 8.2 Components Included 32 

 8.3 Sustainability Assessment 32 

 8.4 Sensitivity analysis 35 

9 Conclusion 35 

 9.1 Conclusion 35 

 Financial statements 35 

 10.1   General Fund – Base Case  35 
 10.2 General Fund – Special Variation Preferred Position 39 

 10.3   Water Fund 43 

 10.4   Sewer Fund  47 

 10.5   Consolidated position – Base case 51 

 10.6   Consolidated position – Preferred  Scenario two SV option – Long term 
sustainability 

55 

 10.7 All funds Capital Projects 59 

 10.8 Reserves 83 



Narrandera Shire Council  

 

iii 

 

 

 

Tables 
 

Table 1 Performance Indicators 14 

Table 2 Special Rate Variation  15 

Table 3 Narrandera Shire 2023/24 rate structure and charges 17 

Table 4 Proposed SV options 18 

Table 5 Proposed minimum rates 18 

Table 6 Estimated average rates to 2025/26 18 

Table 7 Domestic Waste Management Charges  19 

Table 8 Water and Sewer Charges  20 

Table 9 Asset Values  22 

Table 10 Inflation  24 
Table 11 Revenue and Expenditure Assumptions 24 

   
   
   

 
 

 

Figures  

Figure 1 Narrandera Shire Key Statistics 5 

Figure 2 General Fund Operating Income and Expenditure – Base Case 7 

Figure 3 General Fund Operating Income and Expenditure – Special variation case 7 

Figure 4 Water fund forecast operating results (excluding capital) 8 

Figure 5 Sewer fund forecast operating result (excluding capital) 8 

Figure 6 Water and Sewer Assets Condition Summary  9 

Figure 7 General Fund Forecast Operating – Base Case 26 
Figure 8 General Fund forecast Operating -  Special variation Case 27 
Figure 9  Asset Renewals 28 
Figure 10 Average Availability and Consumption Charge 29 
Figure 11 Cash and Investments Water Fund 31 
Figure 12 Sewer Residential Access Charge 31 
Figure 13 Cash and Investments Sewer Fund 32 
Figure 14 External Loans Balance 32 
Figure 15 Renewal Ratio Sewer Fund 33 
   



Narrandera Shire Council  4 

 

 

 

1 Executive summary 
 

1.1 The Shire 
 

Narrandera Shire is centrally located in the Riverina Region of NSW being 554kms southwest of 

Sydney, 339km west of Canberra, 437kms north of Melbourne and 824kms east of Adelaide. 

The Shire lies within the catchment area of the Murrumbidgee River and is located at the junction of 

both the Newell and Sturt Highways. Having an area of 4,116 square kilometers, the Shire sits 

midway between the main regional centres of Wagga Wagga (99km to the east) and Griffith (98km 

to the west). 

The Shire marks the transition between the extensive broad acre agricultural areas of the western 

slopes and plains to the east and the highly productive Murrumbidgee Irrigation Area (MIA) to the 

west. The economy is based on the very productive farmlands and associated processing and 

manufacturing.  

The overall population has been declining for the past few decades based on regionalization of 

higher order services, rural consolidation and mechanization and is now just over 5698.  

Narrandera Shire residents enjoy quality services and facilities. The road system is regularly 

acknowledged as one of the best in the region, our parks and gardens are renown, the Narrandera 

Sports Ground boasts the best playing surface in the league. The Lake Talbot Water Park and 

surrounds draws visitors from across the region and the state. The Barellan sporting facilities are 

superb.  

This quality is deserved but comes at a price. 
 

1.2 Financial Context 

All NSW councils develop a Long-Term Financial Plan (LTFP) as part of the Resourcing Strategy, 

Delivery Program, and associated IP&R documents.  Financial planning supports the Council’s 

delivery and realisation of the community vision, as set out in the Community Strategic Plan, while 

ensuring Council’s continued financial sustainability. The Long-Term Financial Plan addresses 

challenging questions: 

• How financially resilient are we? 

• Are community assets fit for purpose? 

• Can we afford what the community is asking for? 

• What are the opportunities for new revenue and economic growth? 

In the six years to 2021/22, the average operating performance ratio of NSW councils has steadily 

declined from 9.8% in 2016/17, to 1.5% in 2021/22. Councils have been faced with a range of 

natural disasters, COVID 19, periods of low unemployment and a high inflationary economic 

environment. The level of inflation during 2021/23 continues to impact on the cost of wages, 

materials, and contracts that Council purchases to deliver services. 

The cost to maintain, repair, replace or improve community assets and infrastructure has 

dramatically risen over the past couple of years. These increased costs have been reflected in the 

results of capital works tenders called by Council during 2022-2024 including Barellan Sewerage 
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Scheme, the taxiway at the Narrandera airport, upgrades to playground equipment and the new 

toddlers pool at Barellan. Projected wages growth and increased regulatory demands on local 

government have added additional pressure to levels forecast in the 2023/24 LTFP and are 

impacting on service delivery to the community. 

 
F i g u r e  1  N a r r a n d e r a  S h i r e  K e y  S t a t i s t i c s   
 

 
 

1.3 What we know 

The assessment of Councils financial position as being “unsustainable” at the current levels of 

expenditure and income led to the application to IPART for a Special Variation in general fund rates. 

This situation has been reached because of the long-term impacts of rate capping with rates 

income capped and expenses uncapped driven by economic conditions: The annual inflation rate in 
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Australia climbed from 6.1% to 7.3% in the third quarter of 2022, above market forecasts of 7.0%. 

RBA forecast included in the Statement of Monetary Policy – February 2024 is for inflation to 

continue to moderate and return to the target range of 2-3% in 2025/26. The annual CPI has 

dropped from June 2023 at 6.0%1 to 4.1% at the end of December 2023. 
 

Cost shifting from state government to local government, such as Internal Audit and Risk 

Committee obligations and the emergency service levy, impose additional operating costs on 

councils. A report prepared by Local Government NSW and submitted to Council in February 2024 

concludes that cost shifting remains one of the biggest challenges facing NSW Councils. The report 

estimates that cost shifting totalled $1.36 billion in 2021-22. Since then, the full effects of the 

changes to Audit Risk and Improvement Committees have impacted as have the ongoing and 

increasing costs of meeting the Audit Office requirements. 

As part of the Special Variation process a document entitled Organisational Sustainability Review 

and Improvement Plan was compiled. The review identified 59 past improvements which have 

already been completed, 32 of which increased cost savings, 24 encouraged productivity gains and 

3 increased revenue generation. The review also identified 33 present improvements which will be 

implemented over the next three years and a further 6 lower priority areas that required further 

analysis. Efforts such as these to address the operating deficit position are proving beneficial in 

containing costs and implementing efficiency gains, ensuring value for money to the community. 

Savings found to date of approximately $0.939 million per year in financial benefits plus an 

estimated $384,000 in additional efficiency and productivity savings. 

Going forward, further improvement initiatives that will be implemented in the coming years 

provide annual net benefits of $388, 000. Council has also absorbed some key service expenditure 

items such as the Emergency Service Levy subsidy reduction and additional operation costs of the 

Barellan swimming pool totaling $169k. These impacts have been included in the updated LTFP in 

both scenarios. Additional costs have also been identified that must be incurred to ensure ongoing 

organisational sustainability. These are investing in an updated technology solution to address 

operational and cyber security issues and an adequate renumeration system to attract and retain 

staff across the whole organisation over the long term. These additional costs total $1.04 million 

per year including a one-off cost of $780 thousand for the IT solution and have been included in the 

updated LTFP. 

As part of this review Council also undertook review of its asset management planning, practices, 

data, system and processes including revised asset modelling of renewal and maintenance 

requirements. The revised asset management strategy and plans include an ongoing 

improvement plan and the required level of investment to implement the asset strategies and 

plans to address the asset backlog ratio of 10.6%. 

These changes will lead to an improvement in sustainability, but alone they will not be sufficient for 

Council to be financially sustainable.  
 

1.4 What are our scenarios? 
 

This long-term financial plan presents two scenarios, for Councils General Fund. 

Scenario One – Base case including known rate pegging increases and modest grant income and 

expenditures. It shows a declining cash position and is not recommended. 

Scenario Two – Includes the application to IPART of a 48% increase in General Fund rates 

introduced over two years together with expected grant levels and expenditures. It shows a 

sustainable cash position and responsible investment in the renewal of assets and is recommended. 
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F i g u r e  2  G e n e r a l  F u n d  O p e r a t i n g  I n c o m e  a n d  E x p e n d i t u r e  –  B a s e  C a s e  

 
 
F i g u r e  3  G e n e r a l  F u n d  O p e r a t i n g  I n c o m e  a n d  E x p e n d i t u r e  –  S p e c i a l  V a r i a t i o n  
C a s e  

 
 

To achieve financial sustainability and maintain fit for purpose infrastructure, Council requires a permanent 

cumulative rate increase from 1 July 2024. This includes the expected rate peg increases that Council would have 

otherwise increased rates by. 

Council has an obligation to ensure that it manages its financial resources sustainably, including ensuring that 

it has adequate revenue to cover expenditure. This LTFP looks at how Council’s finances will shape up if it 

continues as it currently is (the base case) as well as modelling the recommended scenario for a Special 

Variation (SV) to increase rates.  

Sound financial management encourages planning for modest operating surpluses and building of unrestricted 

cash reserves over time. This enables councils to respond to events that cannot be predicted or planned for in 

their Long-Term Financial Plan. Narrandera Shire Council has experienced these events and, while what exactly 

will occur in the future is unpredictable, it is prudent that it plans for similar un-forecasted expenditure in the 

future.  
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1.5 Other Businesses 

Narrandera Council operates General, Water and Sewer Funds, along with a domestic waste business. 

Domestic waste services are provided to Narrandera, Grong Grong and Barellan with waste depots 

operating at Narrandera and Barellan. Charges are set to increase in line with CPI. Longer term the 

current service will have to be augmented with a green waste service.  

Narrandera Water supply is facing significant capital and operational expenditure increases and 

user charges will have to increase accordingly. The sensitivity of residents consumption rates to the 

increased charges will have to be monitored and managed over time as expenditure including 

depreciation exceeds expected income levels from 2027/28. 
F i g u r e  4  W a t e r  F u n d  O p e r a t i n g  I n c o m e  a n d  E x p e n d i t u r e  

 

The sewerage fund will be affected by the commencement of the Barellan Scheme and expansions 

into Red Hill industrial estate and west Narrandera. The fund financial position is sound and will 

steadily improve as the loans for capital works are paid down.  
F i g u r e  5  S e w e r a g e  F u n d  O p e r a t i n g  I n c o m e  a n d  E x p e n d i t u r e
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The following graph shows the condition rating for the water and sewer fund assets at 30 June 2022 

and shows the importance of Council having the capacity to continue to replace and renew assets 

in both systems. 

Figure 6 Water and Sewer Asset Condition Summary 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Narrandera Shire Council  10 

 

 

2 Introduction 
 

The NSW Local Government Act requires councils to have: 

• a Community Strategic Plan (of at least ten years) 

• a Delivery Program (four years) 

• an Operational Plan (one year) 

• a Resourcing Strategy containing: 

– Long-Term Financial Plan (LTFP, 10 years) 

– Workforce Management Plan 

– Asset Management Strategy. 
 

The Resourcing Strategy is used to assist Council in drafting and finalising its Delivery Program and Operational 

Plan actions and projects. It details how Council will provide the financial, human and infrastructure resources 

needed to play its role in achieving the objectives of the Community Strategic Plan and Delivery Program. The 

Delivery Program sets out the activities that Council will undertake in this term of Council and the Operational 

Plan incorporates all the actions Council will undertake in the financial year, and includes an overview of the 

respective business unit, and details how the delivery of these actions will be measured. 

Annual and bi-annual reports will be prepared to measure performance against targets set out in the Delivery 

Program, along with an End of Term Report at the end of Council’s term of office. This report will focus on the 

outcomes of the strategies implemented by the Community Strategic Plan. 

The Long-Term Financial Plan (LTFP) spans eleven years from 2023-2024 to 2033-2034, providing a consolidated 

and separate Funds position, being the funding for the 2024-25 Operational Plan and 2024-2027 Delivery 

Program. 

The LTFP includes the following: 

• The planning assumptions used to develop the plan. 

• Projected income and expenditure statement, balance sheet and cash-flow statement 

• Sensitivity analysis and testing 

• Financial modelling for two different scenarios 

• Methods of monitoring financial performance. 

The LTFP forecasts will be updated annually, as part of the preparation of the Operational Plan. On adoption of 

a revised Community Strategic Plan and new Delivery Program every four years, a detailed review of the LTFP 

will be undertaken. 
 

2.1 Our Narrandera Shire 2034 
 

‘Our Narrandera Shire 2034’ Community Strategic plan was developed following considerable consultation with 

the community. Outcomes are focused around five themes that were identified by the community as important 

to the future of Narrandera Shire. The themes show the extent of the expectation of Council by residents. The 

five themes are: 

1. Our community – To live in an inclusive, healthy, and tolerant community. To work together to advocate for 
quality health, education, youth, and social services. To feel connected also safe 

2. Our environment – To value, care for and protect our natural environment.  Enhance our public spaces to 
enrich our community. Maximise greater re-use of resources to increase sustainability within our community. 
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3. Our economy – Create strong conditions for investment and job creation through quality infrastructure and 
proactive business support. Encourage new housing supply to meet the needs of the community. 

4. Our infrastructure – to have an improved and appropriately maintained road network. Actively investigate 
opportunities to enhance our potable water supply. To improve maintain and value add to our essential 
public and recreational infrastructure.  

5. Our civic leadership. – Have a Council that provides leadership through actions and effective communication. 
Promotes a community spirit that encourages volunteerism and values effective partnerships.  

Our Narrandera Shire 2034 vision is ‘to preserve and enhance the lifestyle of our community by encouraging, 

promoting and facilitating the sustainable development of the Shire’. We do this by ‘Achieving Together’. A 

revision of the community strategic plan will occur in the first year of the new term of Council during 2024-2025. 
 

2.2 Long term Financial Plan (LTFP) 
 

The LTFP is a tool for Council and the community to use in deciding what resources Council has available to 

apply to deliver on the outcomes contained in Our Narrandera Shire 2034, through its Delivery Program. The 

LTFP seeks to answer the following questions: 

• Can we survive the financial pressures of the future? 

• What are the opportunities for future income and economic growth? 

• Can we afford what the community wants? 

• How can we go about achieving these outcomes? 

This plan will model the financial capacity of Councils to maintain existing services, facilities and infrastructure 

based on a range of assumptions and within any known constraints. 
 

2.3 Financial Model 
 

Council has a long-term financial forecasting model. This provides a budgetary projection (from a profit and 

loss perspective) for a ten-year period for Consolidated and separate General, Water and Sewer Fund 

positions. The model was used to prepare this LTFP and will be reviewed on an annual basis. 

The model has been informed by updated asset management planning documents and the Workforce 

Management Plan and by a range of assumptions based on the best available data to guide forward 

projections. This forms the basis for the ten-year projections presented in this LTFP. 

 

3 Long term Financial Sustainability 
 

3.1 How do we define long term financial sustainability 
 

A financially sustainable council is one that can fund ongoing service delivery and renew and replace assets 

without imposing excessive debt or rate increases on future generations. This definition has been translated 

into four key financial sustainability principles: Council must… 

• Achieve a fully funded operating position reflecting that it collects enough revenue to fund operational 

expenditure, repayment of debt and depreciation. 

• Maintain sufficient cash reserves to ensure it can meet its short-term working capital 

requirements. 

• Have a fully funded capital program, where the source of funding is identified and secured 
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for both capital renewal and new capital works. 

• Maintain its asset base, by renewing identified ageing infrastructure, and ensuring cash reserves 

are set aside for those works yet to be identified. 

The characteristics of sound and sustainable financial management, as outlined in the Local 

Government Act 1993, include: 

• Responsible and sustainable spending 

• Alignment of general revenue and expenditure 

• Achieving a fully funded operating position 

• Effective financial and asset management 

• Adequate cash reserves and use of borrowings 

• Responsible and sustainable infrastructure investment 

• Constant monitoring of options to improve the operating position, and 

• Intergenerational equity 
 

3.2 How financially sustainable is council? 
 

The most recent Audited Consolidated Financial Statements, as of 30 June 2023, displayed a 

$4,546,000 operating surplus which excludes capital income. The General Fund estimated operating 

surplus was $4,863,000. The underlying result was masked by the receipt of a significantly greater 

level of operational grants which remained largely unexpended as of 30 June 2023. (Refer Schedule 

B2-4 2023 Financial Reports for details) The increased grants related to a prepayment of the Financial 

Assistance Grant (additional $2m) and Flood Damage grants (additional $3.4m) which are one-offs.  

The following performance indicators Table 2 reported in the Annual Statements as of 30 June 2023 are a 

measure of Council’s broader financial performance and position. These indicators have been used to review 

Council’s LTFP forecasts as part of assessing the long-term financial health of the organisation and its capacity 

to fund the delivery program. 

Many of these indicators show an acceptable financial performance however some key indicators do not. 

Own Source Revenue continues to wallow in the mid 40% range well below the level of 60% set by 

Government as their preferred range. This indicates a strong reliance by Council on grant revenue to fund 

operations and capital works and comes at a time when we know the State Government, in particular, have 

terminated a number of grant programs such as Stronger Country Communities. 

The Asset Renewal ratio and the infrastructure backlog ratio are both also well below par and strongly indicate 

a lack of capacity to invest in renewal of essential community infrastructure. This is a natural and inevitable 

outcome of the financial squeeze that is caused by decades of rate pegging. 
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T a b l e  1  2 0 2 1 / 2 2  2 0 2 2 / 2 0 2 3  P e r f o r m a n c e  I n d i c a t o r s  
 

 
Ratio 

 
Calculation 

 

 
What is being measured 

 
Benchmark 

2021/22 

actual 
ratio 

2022/23 
actual 
ratio 

Operating 

performance 

ratio 

Total operating revenue 

less revenue for capital 

purposes less total 

operating expenditure 

Is the council sustainable in 

terms of its operating result? 
>0% 0.28% 15.77% 

Own source 

operating 

revenue 

Total continuing operating 

revenue excluding all 

grants and contributions 

divided by Total 

continuing operating 

revenue inclusive of all 

grants and contributions. 

The ‘own source operating 

revenue ratio’ measures a 

council’s fiscal flexibility and 

the degree to which it relies 

on external funding sources 

such as operating grants and 

contributions 

>60% 46.51% 43.31% 

Unrestricted 

current ratio 

Current assets less 

external restrictions 

divided by current 

liabilities 

How much unrestricted 

current assets are available to 

cover current liabilities 

>1.5 5.99 6.57 

Cash expense 

cover ratio 

Current year's cash and 

cash equivalents plus term 

deposits divided by 

monthly payments from 

cash flow operating and 

financing activities 

How many months’ worth of 

cash is at hand to cover 

monthly payments 

>3 months 18.4 21.51 

Debt service 

cover ratio 

Operating result before 

capital excluding interest 

and depreciating 

impairment amortisation 

divided by principal 

repayments plus 

borrowing costs 

Whether there are sufficient 

funds to cover debt servicing 

obligations 

>2x 44.41 51.53 

Asset renewal 

ratio 

(buildings and 

infrastructure) 

Asset renewal expenditure 

divided by depreciation 

Is asset renewal expenditure 

sufficient to maintain assets in 

the long term? 

>=100% 154.6% 56.74% 

Infrastructure 

backlog ratio 

Estimated cost to bring 

assets to satisfactory 

condition divided by net 

carrying amount of 

infrastructure assets 

Measures ratio of renewal 

backlog against net carrying 

value of assets and reflects 

success of strategy to invest in 

asset renewals 

<2% 14.68% 8.51% 

Asset 

maintenance 

ratio 

Actual maintenance costs 

divided by required 

maintenance costs 

Measures the level of 

maintenance required to 

maintain current assets 

>100% 190.7% 169.9% 
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4 Financial Management in Council 
4.1 Regulatory environment 

 

Council operates in a highly regulated environment driven by State Government legislation and directives 
including: 

• Acts and Regulations 

– The Local Government Act defines the scope and boundaries of Council’s role and the way it 

must conduct its business. 

– Local Government (General) Regulation 2021 – provides more detailed provisions under which 

Councils function. 

– The Environmental Planning and Assessment Act – provides for the control of development 

within the council area 

– Codes – such as the Model Code of Conduct made under the provisions of Sec 440 of the Act 

• NSW State Plan 

– The State Plan: A new direction for NSW which defines the overarching goals and outcomes 

that the NSW Government has set for the state, and which should shape public policy. 
 

4.2 Financial environment – rate pegging 
 

The ability to align rating revenues with the increased cost of providing local government services has been 

restrained by rate pegging since the 1980s, a legislative instrument whereby the maximum increase in rating 

revenues is set by the government and more recently by IPART NSW on the governments behalf. 

IPART set the 2024/25 base rate peg for NSW councils at 4.5%. There is also an allowance for the level of 

population growth, meaning some councils will have rate pegs of up to 6.8% pa. For 2025/2026, 2.5% is the 

estimated rate peg and 2.5% for the remaining forecast years.   

Following a period of considerable analysis of Councils finances and community consultation an application has 

been lodged with IPART for a special variation in rates of 48.1% (including the rate peg) introduced over two 

years and this is included in the recommended scenario Two. The additional revenue from the SV has been 

assigned to specific area as per the following table.  

T a b l e  2  S p e c i a l  V a r i a t i o n  A d d i t i o n a l  R e v e n u e  

 

 

 
Allocation 

 
Year one 21% 

 

 
Year Two 15.5% 

 
Total 40.1% 

    

Maintain current service levels 
– Salary system upgrade 

300,000 285,393 585,393 

Stormwater (loan interest) 153,743 146,257 300,000 

Technology  122,994 117,006 240,000 

Additional resources – 
compliance  

80,600 71,806 152,406 

Asset backlog - OSR 100,000 100,000 200,000 

Asset Backlog - Buildings 400,000 - 400,000 

Asset Backlog – Roads  - 380,524 380,524 

Total 1,157,337 1,100,986 2,258,323 
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4.3 Financial environment – the state of Council’s finances 
 

Schedule C 1-3 in the 2023 Financial reports details Councils cash position. It notes that Council held $36.279m 

in cash at 30 June 2023 but only $345, 000 was unrestricted. 

As of 30 June 2023, Council had borrowings of $1.94 million and cash reserves of $36.3 million. Total carrying 

value of infrastructure and land assets was $255.7 million, while the total liabilities were only $9.5 million. 

Most of the key financial ratios outlined in Table 2 are within industry benchmarks, however Council 

is below the benchmark for own source revenue and asset backlog ratios. These are critical ratios 

and will be monitored as part of becoming a sustainable council. 

Council has an ability to borrow for key infrastructure where required. Both scenarios include 

capital works funded from loan borrowings. 
 

4.4 Imperatives 
In addition to maintaining the current level of services Council faces several imperatives… 

 

• Narrandera Water Supply – improving the quality and reliability of the Narrandera potable water supply 

has been a high priority for the Council for several years. Significant investment has been made 

throughout the system and staff have been working with NSW Water on a filtration system. The LTFP 

includes finance for continuing the improvement work and for the construction of a filtration plant in 

2026/2027. Residents currently enjoy consumption charges at the lower end of the scale, and it is likely 

that the additional cost of loan repayments and operations will cause a substantial increase in charges 

in future years. 

• Technology – in October Council accepted a tender for new computer systems. The successful tenderers 

are a consortium providing cloud-based software for financial, document, asset and facility 

management. The new systems allow resident interaction and replace systems that are aged but have 

served the Council well. The additional costs have been included in both scenarios. A component of the 

additional income from the special variation has been allocated in scenario two. 

• Barellan Sewerage Scheme – construction of the works commenced following acceptance of a tender 

by Council in August and should be complete by 30 June 2024. The cost of the scheme exceeded early 

estimates and grant approvals and has resulted in additional loan funds being required. The repayment 

of the loans and the ongoing operational cost including depreciation, has been included in the LTFP in 

both scenarios. 

• Narrandera Stormwater Upgrades – following the storm and flood events of 2022 work to develop a 

solution to the stormwater flooding in Narrandera has been ongoing. Designs and cost estimates of a 

solution have formed the basis of expressions of interest to both State and Federal government grant 

programs - to date unsuccessfully. The cost of the upgrade estimated at $17.325m has been included in 

Scenario Two on the basis that Council will be required to fund $4.331m (25%) if a grant application is 

successful. A component of the additional income from the special variation has been allocated to meet 

the loan repayments in scenario two. 

• Compliance – the impact of implementing State Government requirements has been felt for many years. 

More recently that has been reflected in the work of the NSW Audit Office. Since their appointment to 

Councils audit costs have increased significantly and the cost of meeting requirements in terms of asset 

management has been challenging. More regular reviews of valuations and condition ratings and 

updates on depreciation have all come at additional cost to Councils. 

• Asset Renewals and Backlog – as part meeting the Audit Office requirements and the special variation 

application considerable work has been carried out in updating Councils asset management processes. 

To the extent that it is now possible to have some confidence in the accounting outcomes associated 
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with assets. New asset management plans have been developed and the asset registers reviewed. The 

asset management plans revised as part of this process establish depreciation at $4.346M on general 

fund assets with a renewal backlog of $16M. The local government benchmark is 2% or $6.12M. The SV 

is expected to generate $400K in year one and a further $380k in the second year and thereafter to be 

allocated to asset renewal to commence the process of addressing that backlog. It will not be sufficient 

to remove the backlog completely but will be used to invest directly into operational assets or to match 

grants for the renewal of community assets. These numbers have been included in scenario two. 

• Becoming Competitive in the Labour Market – The SV provides for an 8% increase in the salary base to 

lift Council’s capacity to attract and retain skilled staff. The performance of the organisation relies 

heavily on the quality and effort of the staff and given the current employment environment, being 

competitive in the market is critical. We have had trouble in recruiting in several professional positions 

and attracting quality staff can be challenging. This amount has been included in scenario two. 

• Stimulating the local housing supply – The Council is regularly pressured to promote growth in the local 

housing supply and in particular in the supply of self-care style retirement housing. A number of 

approaches have been made to encourage Council and as a result social housing providers have been 

contacted to consider partnering Council in a project of this nature. No provision has been made in the 

LTFP to address this issue. 

• Second Stage Red Hill Industrial – Following the successful sale of the remaining owned Council and at 

the Red Hill industrial estate work began on the next stage. Preliminary zoning design documents have 

been prepared and work on providing sewerage to the estate commenced. The future growth of 

Narrandera rests on the availability of employment lands.  

 

4.5 Rating Strategy 

4.5.1 Rating income strategy 

General rate income is generated by a levy on properties within the council area in order to provide local 

government services. Council continually reviews its rating structure to ensure it is fair, equitable, simple, and 

efficient, where each rating category and property will contribute to the rate levy according to the demands 

placed on Council’s limited resources. 

Councils current structure and 2023/24 rating information is detailed in the following table. 
 

T a b l e  3  N a r r a n d e r a  S h i r e  2 0 2 3 / 2 4  r a t e  s t r u c t u r e  a n d  c h a r g e s  
 

Rate Category 
Minimum/ Base 

Amount 

Ad Valorem- 

Cents in $ 
Yield 

Percentage of 

Yield 

Residential Ordinary $510 $0.696000 $236,158 4.3% 

Residential Narrandera $314.98 (BA) $0.610100 $1,569,356 28.4% 

Business Ordinary $510 $1.032000 $90,696 1.6% 

Business Narrandera $570 $1.645000 $399,817 7.2% 

Farmland Ordinary $510 $0.181900 $3,235,072 58.5% 

Total 
  

$5,531,099 
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Under the Local Government Act, councils are able to seek additional increases in general rates income beyond 

the annual rate peg, by applying to IPART for a 'special variation' to rates (SV). Council has lodged an application 

for a special variation to be introduced over two years. 

In resolving to lodge an application with IPART Council also resolved requiring a review of the balance of the rate 

yield to be undertaken  
 

T a b l e  4  G e n e r a l  R a t e  O p t i o n s  
 

 

 Options 
 

2024-25 
 

2025-26 
Cumulative increase 

over SV period 

Base Case (Scenario One) 4.5% 2.5% 7.10% 

Special Variation (Scenario Two) 25.5% 18.0% 48.1% 

 

 
 

Council has in place a minimum rating structure. To maintain equity the submission to IPART is to apply the 

proposed SV evenly across the rating structure. The current and proposed minimums are detailed in the 

following table.  

 

T a b l e  5  P r o p o s e d  m i n i m u m  r a t e s  
 

 
Rate Category 

Current Minimum 

Amount 

 
Minimum for 2024/25 

 
Minimum for 2025/26 

Residential Ordinary 2 year SV $510 $640 $755 

Business Ordinary 2 year SV $510 $640 $755 

Business Narrandera  2 year SV $570 $715 $845 

Farmland Ordinary 2 year SV $510 $640 $755 

 
The impact on an individual’s rates will be different depending on the unimproved land value of their property. 

The following table provides an indication of the annual rates increase likely to be experienced by the average 

land value for each rating category. The increases include the forecast rate peg. Land values are set by the 

NSW Valuer General and are reviewed every three years. The next review will affect rates in 2026. 

 

 

 

 

 

 

 

 

 

 
 



Narrandera Shire Council  18 

 

 

T a b l e  6  E s t i m a t e d  a v e r a g e  r a t e s  t o  2 0 2 5 / 2 6  
 

 

Rate Category 

Average 

Rate 

2023/24 

Average Rate 

Cumulative 

2024/25 

Average Rate 

Cumulative 

2025/26 

Average Annual 

Increase Over 

First Year 

Average Annual 

Increase Over 

Second Year 

 

Residential 
 

2023/24 
 

2024/25 
 

2025/26 
Annual Increase 

2024/25 

Annual Increase 

2025/26 

Scenario One – rate peg 
only 

$743 $769 $788 $26 $22.50 

Scenario Two – SV  $743 $932 $1,100 $189 $178.50 

Business 

Scenario One – rate peg 
only 

$1,265 $1,309 $1,342 $44 $38.50 

Scenario Two – SV  $1,265 $1,588 $1,873 $323 $304 

Farmland 

Scenario One – Rate peg 
only 

$3,957 $4,095 $4,198 $138 $120.50 

Scenario Two – SV  $3,957 $4,966 $5,860 $1009 $951.50 

 
 

In researching the impact on ratepayers from an SV Council had a Capacity to Pay report prepared. That 

report found that the community had varying capacity to pay and that some ratepayers would be 

substantially impacted by the SV. Council has in place policies that can assist in managing these situations. 
 

4.5.2 Domestic waste management 

Council charges a Domestic Waste Management charge to owners of rateable properties. This covers the cost 

of general garbage, recycling and household clean-up and includes the full cost of administration, service 

provision, state government charges and tipping fees. Both scenarios include increases in charges in line with 

inflation. 

T a b l e  7  W a s t e  M a n a g e m e n t  C h a r g e s  
 

Service 

 

2023/24 

 

2024/25 

 

Increase % 

 

Replacement Garbage Bin - new 
 

126.00 
 

      133.00 
 

5.56% 

Replacement Garbage Bin – second hand.  67.00 71.00 5.97% 

Domestic/non-domestic waste availability 
charge  

54.90 57.30 4.37% 

Domestic/non-domestic waste collection 
(per bin) 

232.50          242.90 4.47% 

Recycled waste collection  88.20            92.15 4.48% 
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4.5.3 Water and Sewer Charges 

The draft LTFP includes the following water and sewerage charges 

T a b l e  8  W a t e r  a n d  S e w e r  C h a r g e s  

 
 

Service 

 

2023/24 

 

2024/25 

 

Increase % 

 

Consumption charge per kilolitre for 
water (November account) 

 

1.26 
 

        1.31 
 

3.97% 

Consumption charge per kilolitre for 
water (Feb and May accounts)  

1.31 1.35 3.05% 

Water access charge (standard) 320.00 334.00 4.37% 

Water connection fee (standard)   1542.10         1628.50 5.60% 

    

Sewer Connection (standard) 1,622.30        1,713.20 5.60% 

Sewer Access charge 799.80          835.00 4.40% 

 

 
4.5.4 Investments and Loan borrowings 

Investments are placed in accordance with Council’s Investment Policy objectives and framework. The policy 

objective is: 

“Preservation of capital is the principal purpose of the investment portfolio. Investments are to be placed in a 

manner that seeks to ensure the security and safeguarding of the investment portfolio. This includes managing 

credit and interest rate risk within identified thresholds and parameter”. 

Investments comply with the three framework criteria, namely: 

1. Within Council Portfolio Credit Framework: limits the overall credit exposure of the portfolio 

2. Counterparty Institution Credit Framework: limits exposure to individual institutions based on their 

credit ratings 

3. Term to Maturity Framework: limits based upon maturity of securities. 

The interest earned on General Fund investments is generally untied and forms part of Council’s consolidated 

revenue for use in meeting the cost of services.  The increased interest rates currently available have improved 

Councils financial outlook however those rates are predicted to lessen into the future. 

Council debt as at 30/6/2023 was $1.904 million. It is anticipated that the debt at 30/06/2024 will be xxx and 

further borrowings to finance the stormwater upgrade and water and sewerage capital improvements amounting 

to $0.00 have been included in scenario 2 and associated consolidation. 
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4.5.5 Cash reserves and restrictions 

Council has several cash reserves that are either established by a legislative requirement (externally restricted) 

or were made through a Council decision (internally restricted). 

Establishing cash reserves is a financial management strategy to provide funds for future expenditures that 

could not otherwise be financed during a single year without having a material impact on the budget. 

The balance of cash as at 30 June 2023 was $36,279,000 comprising: 

• externally restricted reserves $19,842,000 

• internally restricted reserves $16,092,000 

• unrestricted cash $3 4 5 , 0 0 0  

Council’s external reserves are made up of unexpended grants and loans, developer contributions, water fund, 

sewer fund, stormwater, crown lands and domestic waste management. 

Council’s internal reserves relate to plant and vehicle replacement, employees leave entitlements, 

organisational service assets and projects, deposits, FAG received in advance, technology, property 

development, cemetery, and others. 

The industry standard for unrestricted cash is that Councils should have sufficient unrestricted cash to fund 2 

to 3 months of operations. At $345k that level is well below the standard. As the Council has to carry a 

significant level of receivables this issue is a key consideration for the future. 

 
 

4.5.6 Developer contributions 

The Environmental Planning and Assessment Act (1979) enables Council to levy contributions for public 

amenities and services required as a consequence of development. Council’s adopted Developer 

Contributions Plans (section 7.11 and 7.12 Developer Contribution Plan) provides funds for Council-wide 

application: 

The Contributions Plan detail works for which development contributions are to fund. A balance of $524, 000 

is held, as at 30 June 2023. 

4.5.7 Discretionary and regulatory fees and charges 

Council can raise revenues by adopting a fee or charge for services or facilities. Fees and charges are reviewed 

on an annual basis in conjunction with the preparation of the operational budget. 

The fees and charges which Council can charge can be split into two categories: 

1. Regulatory fees – these fees are generally determined by state government legislation, and primarily 

relate to building, development or compliance activities. Council has no control over the calculation or 

any annual increases of these fees and charges. 

2. Discretionary fees – Council has the capacity to determine the charge or fee for discretionary works or 

services such as the use of community facilities and access to community services. 

4.5.8 Asset management 

Narrandera Shire Council is responsible for assets with a gross replacement value of $350.122 million and a 

depreciated value of approximately $228.1 million, as of 30 June 2023. 

As custodian of these assets, Council is responsible for establishing and implementing optimal asset 
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management strategies and practices in line with Council’s Policy and Procedures, that enable the assets to be 

sustained. Related levels of service acceptable to the community are provided at the minimal Life Cycle Cost 

(LCC) whilst controlling exposure to risk and loss. 

 
 

T a b l e  9  A s s e t  v a l u e s  a n d  a n n u a l  d e p r e c i a t i o n  a s  a t  3 0  J u n e  2 0 2 3  
 

 
Asset Class 

Gross Replacement 

Cost (CRC) 

$ (000’s) 

Written Down Value 

(WDV) 

$ (000’s) 

Annual Depreciation 

Expense 

$ (000’s) 

Buildings $48,758 $19,812 -$1,205 

Other structures $22,094 $12,490 -$675 

Roads $101,737 $64,023 -$1,900 

Bridges $17,817 $10,601 -$145 

Footpaths $1,927 $1,327 -$21 

Bulk earthworks $68,950 $68,950 $0 

Stormwater $11,891 $7,710 -$82 

Water supply network $44,937 $22,706 -$633 

Sewer network $25,613 $16,416 -$348 

Swimming pools $4,452 $3,094 -$105 

Open space and recreation (inc. land 
improvements) 

$1,946 $1,024 -$116 

Total $350,122 $228,153 -$5,230 

 

 

 

As part of Council’s sustainability review, the asset management strategy and plans were reviewed and 

updated. This review and analysis demonstrated that the infrastructure asset condition had a backlog ratio of 

8.2% in June 2022. In practical terms the backlog is reflected in the condition of components of a number of 

major assets across all asset classes.  

The LTFP includes expenditure by Council over coming years to address this issue  

Insert capital numbers 

 

Council is planning to spend around $2.3 million per year to reduce the backlog to 9.1% over the 10-year LTFP 

planning period and improve the safety and condition of the community’s assets. 
 

4.6 Workforce plan 
 

The Workforce Management Plan – Achieving Together, supports Council’s values and key directions and 

assists Council in achieving its community vision. Staff levels are relatively stable around 100 permanent 

positions complimented by casuals as needed. 

All staff except for the General Manager are employed under the terms of the Local Government State 

Award 2023. Both scenarios include provision for annual 3.5% increases in pay rates. The labour market 

generally and in local government specifically is very competitive. Some professional positions such as 

planners, finance professionals and engineers are proving very difficult to fill.  
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All staff have been offered the opportunity to trial flexible working conditions and hours and strong support 

is being provided in terms of training and psychosocial health and wellbeing. 

The recommended case including the SV includes the proposed review of the salary system to attract and 

retain employees to the Narrandera Shire. If the SV is successful, the first stage of that salary review can be 

implemented in 2024/2025. Mastertek were engaged in 2023 to conduct a review and to provide Council 

with advice on a competitive salary level. An amount of $300k has been allowed in the first year to increase 

salaries by 1.5% and a further $283k is included from 2025/2026.  

Currently, 88% of the workforce live in the Narrandera LGA and 18.3% have been employed for 20 years or 

more, 37.5% of staff have been employed for less than five years. The average employee age is 49.02 years. 

The Workforce Plan does not indicate a need to increase staff numbers.  
 

4.7 Long term financial plan assumptions 
 

The long-term financial model requires Council to identify all material items of revenue and expenditure and 

determine the external and internal influences that could significantly impact on financial trends.  

In preparing the LTFP, the following economic drivers have been assessed and included:  

• Population forecast. 
 

• Inflation 

• Interest rate movements 

• Revenue and expenditure assumptions 

• Improvements – cost reductions, income increases, new resources and efficiency improvements 

• Asset renewal expenses. 
 
 

4.7.1 Population forecasts 

Population growth can have a significant influence on asset provision and long-term financial sustainability. In 

Narrandera Shire’s case Planning NSW estimate the shires population to decrease by 0.37% annually, with the 

2041 estimate of 5,373. This decrease in population is driven by rural consolidation and ongoing regionalization 

of government services.  

There is a growing demand in the community for Council to become active in the housing market in order to 

address the decline. One area that has emerged is the lack of suitable independent living units forcing aged 

residents to look to the larger centres to fill this need. 

 

4.7.2 Inflation 

The Consumer Price Index for the year ending June 2023 is 6.0% and is forecast to decrease to 3.5% for the 

year ending June 2024 and remain at around 2.5% for the year ending June 2025. 

The LTFP has modelled inflation in accordance with the following table. 
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T a b l e  1 0  I n f l a t i o n  
 

Year 2023-24 2024-25 2025-26 2026-27 onwards 

CPI 3.5% 3.0% 3.0% 3.0% 

 

4.7.3 Interest rate movements 

The current Reserve Bank of Australia (RBA) cash rate is 4.35% M a r c h  2 0 2 4  

Council has used an average of 3.58% as the investment interest rate over the life of this LTFP. Interest rates 

are currently at an 11-year high and are expected to decrease into the longer term.  

A future high rate will have an influence on any future borrowings and investments of Council. 

 
 

4.7.4 Revenue and expenditure assumptions 

The following table outlines Council’s planning assumptions by revenue and expenditure types. These 

assumptions are reviewed by a lending authority to ensure reliability for capacity to repay new borrowings. 

Note: The assumptions included in the following tables are those which could have a material impact on 

Council’s finances. 

 
 

T a b l e  1 1  R e v e n u e  a n d  e x p e n d i t u r e  a s s u m p t i o n s   
 

Year 2024-25 2025-26 2026-27 
2027-28 

onwards 

Rate peg (Base case) 4.5% 2.5% 2.5% 2.5% 

Rate Special Variation 21.0% 15.5%   

Annual charges 3.0% 3.0% 3.0% 3.0% 

Fees and charges 3.0% 3.0% 3.0% 3.0% 

Employee benefits and 

costs 
4.0% 3.5% 3.0% 3.5% 

Materials and contracts 3.5% 2.5% 2.5% 3.5% 

Other expenditure 3.5% 3.0% 2.5% 2.5% 
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4.7.5 Improvements 

As part of the Special Variation process a document entitled Organisational Sustainability Review 

and Improvement Plan was compiled. The review identified 59 past improvements which have 

already been completed, 32 of which increased cost savings, 24 encouraged productivity gains 

and 3 increased revenue generation. The review also identified 33 present improvements which 

will be implemented over the next three years and a further 6 lower priority areas that required 

further analysis.  

Efforts such as these to address the operating deficit position are proving beneficial in containing 

costs and implementing efficiency gains, ensuring value for money to the community. Council has 

found savings to date of approximately $0.939 million per year in financial benefits plus an 

estimated $384,000 in additional efficiency and productivity savings. 

Going forward, a further 33 improvement initiatives will be implemented in the coming years 

providing a further annual net benefit of $388, 000. Costs associated with some key service 

expenditure items such as the Emergency Service Levy subsidy reduction and additional operation 

costs of the Barellan swimming pool totaling $169k, have been absorbed. These amounts have been 

included in the updated LTFP in both scenarios. 

Additional costs that must be incurred to ensure ongoing organisational sustainability. These are 

investing in an updated technology solution to address operational and cyber security issues and an 

adequate renumeration system to attract and retain staff across the whole organisation over the 

long term. These additional costs total $1.04 million per year including a one-off cost of $780 

thousand for the IT solution, which have been included in the updated LTFP. 

 

 

 

 

 

 

5 General Fund Scenario 1 – Base case (No SV) 
 

Council operates four separate businesses - General, Water, Sewer Funds and Domestic Waste. The following 

scenario information for 1 and 2 relates to General Fund operations. 
 

5.1 Introduction 
 

The base case scenario details what would happen if Council continued to provide the current level of services 

and relied upon rate pegging as it has previously. The outcome means Council would: 

• have an average operating deficit for 10-year forecast period estimated at $2.1 million pa 

• have insufficient money to maintain current service levels 

• have inadequate funding for infrastructure renewal 

• forecast negative unrestricted cash from 2026 onwards, averaging -$2.6 million per year 

This scenario results in the need to reduce service delivery and will lead to an overall deterioration of asset 

conditions. 
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5.2 Components included in scenario 
 

The assumption used in this scenario are: 

• a 4.5% rate peg for 2024/25 and the IPART NSW recommended rate of 2.5% for the remaining 

forecast years 

• rates growth forecast adjusted to better align to IPART population factor 

• the known resource requirements of the Workforce Management Plan are included in LTFP 

• the $16.5 million stormwater project is not included 

• asset maintenance and renewal program based on the current delivery program and operational 

plan. 

 

5.3 Sustainability assessment 
 

This scenario is not financially sustainable and not recommended. Without a Special Variation, there will be a 
need to generate savings through service rationalisation to create a fully funded operating position, enabling 
an appropriate level of asset renewal expenditure. This will require service level reductions; staff cuts and 
increases to fees and charges, which both the Council and the community will find unacceptable.  

The following graph illustrates ongoing estimated operating deficits culminating in 2033/34 with a $3.0 million 

annual operating deficit and an average operating performance ratio of negative 10%.  

 
 

F i g u r e  7  G e n e r a l  f u n d  f o r e c a s t  o p e r a t i n g  r e s u l t s  B a s e  c a s e  
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5.4 Sensitivity analysis 
 

The LTFP contains several assumptions based on various sources such as population growth, inflation and 

wage markets. Variations in these assumptions during the life of the plan may have a significant impact on 

Council’s future financial plans. The assumptions in the Base Case scenario have been tested for sensitivity to 

both favourable and unfavourable fluctuations in revenues and expenditure, with particular reference to rates 

income and employee costs. 

 

6 General Fund Scenario 2 (includes SV) – Long term Sustainability. 
 

6.1 Introduction 

This scenario includes a combination of improvement savings identified in Council’s Improvement Program, 

the revised asset management plans and a proposed special rate variation (SV) and will assist Council to 

become financially sustainable over the longer term. This scenario will also enable Council to address its 

ongoing core deficits in the General Fund and its cash position, ensuring Council is more resilient and 

responsive to shocks and unexpected events in the future. 

 

6.2 Components included in this scenario. 
 

Under this scenario, in addition to the base case assumptions, the following assumptions are 

included: 

• Asset maintenance and renewal program based on the requirements in Councils 

revised asset management strategy and plans. 

• A special variation to general fund rate income of 48.5% (including the approved 

annual rate peg limits) introduced over two years 

• Improvement plan savings and benefits, productivity and efficiency gains and additional 

technology and salary system costs. 

• Funding building and recreation asset renewals by 75% grant finds and 25% Council funds. 
 

6.3 Sustainability assessment 
 

Council can deliver consolidated surpluses with a special rate variation and address the core 

deficits in the General Fund, which finances all services and infrastructure except for domestic 

waste, water and sewer operations.  

The special rate variation will ensure Council’s ongoing financial sustainability with surpluses in the 

General Fund estimated from 2024/35. 

Implementing Council’s adopted SV option (introduced over two-years), will enable Council to meet 

the following objectives: 

• Maintain and improve council assets. 

• Achieve sufficient cash reserves. 

• Achieve a fully funded operating position. 

• Secure continued service delivery. 
 

It will also allow Council to address the following operational challenges in achieving long term financial 
sustainability: 
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• Construction of a stormwater line to address flooding within Narrandera urban area. 

• Updating the IT system to address operational and cyber security issues. 

• Decreasing its asset backlog ratio of 8.2%. 

• Having a current industry aligned salary system. 
 

This is illustrated in the following graph where Council estimates operating surpluses under the preferred 
scenario.  

 

F i g u r e  8  G e n e r a l  f u n d  f o r e c a s t  o p e r a t i n g  r e s u l t  S p e c i a l  V a r i a t i o n  C a s e  

 
 

The average annual investment in the asset renewal program has a positive impact on the renewal 

and backlog ratios.  

In addition to addressing the operating deficits the additional income will resolve the cash position 

and based on the receipt of a modest flow of grant funds for community asset renewal the 

unrestricted cash position should increase. The general fund asset renewal graph is in draft form 

particularly in the later years, The accumulation of cash will position council to invest in renewal of 

assets such as the Barellan pool and the caretaker’s cottage and amenities at Lake Talbot Water 

park. 

 

Figure 9 Asset Renewals  
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As it stands at the moment the draft capital works budget is heavily focused on roads in the early years, 

followed by the stormwater project in 25/27. Additional funds generated in the later years can be held in 

reserves until Council confirms its priorities.  

All councils need to hold sufficient unrestricted cash balance to at least cover the next two to three months of 

day-to- day operating expenditure, at which point Council starts to collect the majority of its rates revenue for 

any given quarter. 

Sound financial management encourages planning for modest operating surpluses and building of unrestricted 

cash reserves over time. This enables councils to respond to events that cannot be predicted or planned for in 

their Long-Term Financial Plan. Narrandera Shire Council has experienced these events and, while what exactly 

will occur in the future is unpredictable, it is prudent that it plans for similar unplanned expenditure in the 

future. This exact situation occurred in Narrandera with the 2022 emergencies where significant expenditure 

was required by Council to fund emergency response, in advance of receiving State assistance.   

The forecast unrestricted cash position does not take into account any movements in internal restrictions. As 

Council builds its cash balances over time, it will be able to transfer unrestricted cash for specific purposes to 

internal restrictions, including employee leave provisions, which will reduce its reported unrestricted cash. 
 

6.4 Sensitivity analysis 
 

There are a number of risks associated with any long-term financial planning predictions. Risk can be minimised 
by regular review of LTFP assumptions, incorporation of risk assessment in all major project reviews, and 
modelling of scenarios. 

The following is a range of identified external risks that may also impact on the LTFP should they eventuate as 
they could result in a significant change in operating revenue or expenditure and the need to review service 
levels. The annual budgets ae under constant review by Council.  

• Budget reductions in state and federal governments may impact future funding provisions of grants 
and contributions. 

• Continued increased cost-shifting from other levels of government may adversely impact current 
expenditure levels of Council. 

• Climate change and its effect on council assets (roads, drainage, footpaths). 

• Global issues impacting cost and supply of materials. 

 

7 Water Fund 
 

Council operates a potable water supply for the town of Narrandera. Goldenfields Water provide water to Grong 

Grong and Barellan.  
 

7.1 Introduction 
 

The Water Fund has been in sound financial condition and consumption is well supported by residents. The 

water supply is bore water and is unfiltered allowing a buildup of sediment in the system which occasionally 

causes “dirty” water. Council receives a steady flow of complaints about this. The system itself dates back well 

into last century and Council has been progressively replacing mains, services, and control structures. New twin 

reservoirs have recently been constructed at Pine Hill.  

Staff have been working with Water NSW to develop a long-term plan for the fund which will allow Council to 

seek State Government financial support for the construction of a filtration plant. This investment will improve 
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water quality but will require a substantial increase in charges. 

7.2 Components included in scenario. 
 

The assumptions used in this scenario are: 

• a continuation of the current service levels  

• The construction of a new filtration plant over two years – 2026/27 and 2027/28  

• A 3.0% annual increase in consumption charges for 24/25, 60.85% in 25/26, a 7.55% increase in 

charges in 2026/27 followed by 6.2% in 2027/28 and 2.5% increases annually thereafter. 

• Increases in operating costs including wages and salaries in line with the general fund with a 

substantial increase in operating costs and loan financing costs associated with the new treatment 

plant.  

• An ongoing capital works program to maintain an asset renewal ratio of …. 

 

7.3 Sustainability assessment 
 

This scenario will only be sustainable if expenditure is contained within the budget predictions and consumers 
maintain current consumption levels after the new filtration plant comes online. If income levels are sustained the 
following priority capital works can include: 
Water main replacement - $2,700,000 has been included to fund replacements over the forward estimates. 
Replacements are based on pipe condition, age, material, service history, level of complaints, pressure, and 
network significance.  
Hydrant and valve replacements - $585,000 has been allocated to valve and hydrant replacement aimed at 
minimizing customer interruptions.  
New water treatment plant - $25m has been included which will fund a new plant, associated mains, river offtake, 
and clear water storage.  
New low-level reservoir - $2,700,000 is planned to replace the existing 100-year-old reservoir in Dalgetty Street 

The following graphs illustrates ongoing estimated operating results, cash position and average residential 

charges. 
 
F i g u r e  1 0  A v e r a g e  a v a i l a b i l i t y  a n d  c o n s u m p t i o n  c h a r g e s  
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F i g u r e  1 1  W a t e r  F u n d  C a s h  a n d  I n v e s t m e n t s  
 

 

 

Figure 10 shows the impact on cash levels of the new treatment plant in 2026 and the reservoir in 2030. 

 

7.4 Sensitivity analysis 
 

The Cash and Investments graph indicates a vulnerable position for the fund in 2030-2031 which will require 

management at that time. 

The Operating Income and Expenditure graphs confirm ongoing deficits of approximately $750k growing to 

$1m in 2033/34 supporting the notion that even at these funding levels Council is not going to be able to meet 

the depreciation costs. 

Of concern is the risk that consumption will fall when the charges are increased significantly in 2026/27. This 

situation will require close monitoring. 

 

 

8 Sewer Fund 
 

Council operates a sewer fund covering sewerage schemes in Narrandera and a new scheme under construction 

in Barellan. 
 

8.1 Introduction 
 

The Narrandera Sewerage Scheme has been operating satisfactorily for many years and is in a reasonable 

financial position following sustained increases in user charges since 2017. 

Work to improve the system at the treatment plant and in the mains has continued over the last several years 

and is planned to continue in the future. 

The new scheme at Barellan is in the advanced stages of construction with connections to properties planned 



Narrandera Shire Council  31 

 

 

over the next three months. 
 

8.2 Components included in scenario. 
 

The assumptions used in this scenario are: 

• a continuation of the current service levels  

• The construction of the new scheme at Barellan being completed with connections coming online from 

01/07/2024. 

• The expansion of the scheme into the Red Hill industrial estate in 2024/25 

• The expansion of the scheme into west Narrandera in 2027/28  

• A 3.0% annual increase in the residential access charge. 

• Increases in operating costs including wages and salaries in line with the general fund. 

• An ongoing capital works program to maintain an asset renewal ratio of …. 

 

8.3 Sustainability assessment 
 

This scenario is financially sustainable.  
Major items in the capital budget include mains relines $1,450,000, manhole replacements $900,000, SPS1 
replacement, $450,000 expansion into west Narrandera $2.5m, expansion into the Red Hill industrial area $1.25m 

 

The following graphs illustrates ongoing estimated operating results, cash position and average residential 
charges. 

 
F i g u r e  1 2  S e w e r  F u n d  R e s i d e n t i a l  A c c e s s  C h a r g e  
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F i g u r e  1 3  S e w e r a g e  F u n d  C a s h  a n d  I n v e s t m e n t s  
 

 

 

 

 
 
 
F i g u r e  1 4  S e w e r a g e  F u n d  E x t e r n a l  L o a n  b a l a n c e s  
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F i g u r e  1 5  S e w e r a g e  F u n d  B u i l d i n g s  a n d  I n f r a s t r u c t u r e  R e n e w a l  R a t i o  
 

 

 
 

8.4 Sensitivity analysis 
 

The Cash and Investments graph indicates a steady improvement in the financial position through to 2030-

2031.  

The Operating Income and Expenditure graphs confirm ongoing deficits of approximately $1m p.a. supporting 

the notion that even at these funding levels Council is not going to be able to meet the depreciation costs. 

 

 

 

9 Conclusion 
 

9.1 Conclusion 
 

Council’s general fund base case is not financially sustainable, as it involves significant deficits of an average of 

approximately $2.0 million over the ten-year forecast.  

If Council could not increase its rates revenue through an SV, it would need to cut its operating costs by 

around $2.0 million per year and continue not to adequately fund its asset renewal. Council would be faced 

with the decision to stop or significantly reduce discretionary services such as cultural or recreational services 

and facilities. Council’s infrastructure would also continue to deteriorate without sufficient funds to maintain 

them fit for purpose. 

Council will undertake the community engagement process on the two options and determine the preferred 

option after considering submissions received.  
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10 Financial statements 
 

Following are the 10-year financial forecasts for both scenarios - Base Case and Long-Term Sustainability Case 

together with water, sewer funds and a consolidated result. This includes the respective Income, Balance 

Sheet and Cashflows Statements and Capital expenditure.  
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10.1- General Fund position – Base Case 
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10.2 General Fund Position – Special Variation 
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10.3 Water Fund position 
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10.4 Sewer Fund position 
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10.5 Consolidated position Scenario one - Base case 

Following are the income statements, balance sheets and cash flow statements for Council’s consolidated position for this scenario. 
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Consolidated position Scenario two – Special Variation – Long term sustainability 
 

Following are the income statements, balance sheets and cash flow statements for Council’s consolidated position for this scenario.  
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10.6 All funds – Capital Projects 2024-25 
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All funds – Capital Projects 2025-26 
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All funds – Capital Projects 2026-27 
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10.7 Reserves Forecast 
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