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The base version of the 
LTFP concludes that 

Council’s forecast 
financial capacity is 

below acceptable levels 
and action is required to 
improve future financial 

direction

 

The previous version of Council’s Long Term Financial 
Plan (LTFP) was recently adopted by Council in July 2022 
following a public exhibition period. The Plan predicted 
Income Statement deficits in eight out of the ten years 
forecast, which were reflective of a forecast continual 
decline in Council’s financial capacity.

Financial capacity began to decline after the 2016 
boundary adjustment with the City of Parramatta Council, 
which significantly reduced Council’s Income Statement 
results and Annual Budget by approximately $10 million. 
Since the boundary adjustment financial capacity has 
continued to decline because of a range of internal and 
external factors such as:

	� Costs escalating greater than the annual rate peg 
increase permitted each year.

	� An increase in the Emergency Services Levy payable 
to the NSW Government of $1 million per year.

	� The need to provide a recurrent budget for Council’s 
largest project, Hornsby Park.

	� The need to provide additional funding to meet the 
requirements identified in Council’s revised Asset 
Management Plans.

	� An increase in statutory employee superannuation to 
12% amounting to $1.2 million in additional payments 
each year from 2026. 

A further review of the LTFP document has deemed to 
be required to further consider the continual decline in 
Council’s financial capacity and a range of factors such 
as:

	� Consumer Price Index (CPI) growth has exceeded 
earlier projections and far exceeded allowable rate 
income increases, which has placed pressure on 
many of Council’s budgets. 

	� The Wages Price Index is also forecast to increase to a 
greater extent over the next 10 years compared to 
earlier predictions.

	� The external economic environment has changed 
following recovery from the COVID-19 pandemic. 

	� Asset Management Strategy – the rising costs in the 
maintenance and construction sectors have required a 
revision of the 10-year expenditure projections in 
Council’s updated Asset Management Strategy. 

1. Executive 
Summary
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	� Special Rate Variation – workshops have been held 
with Councillors to discuss the need for an SRV to 
ensure Council’s finances are rebalanced within 
acceptable levels into the future. Following these 
workshops Councillors have indicated support to 
prepare a proposal for an SRV to ensure Council is 
financially sustainable and to engage with the 
community about the need for this approach. Council 
has also sought to understand the opportunities to 
deliver on community priorities that cannot be 
delivered within existing resources. 

	� Strategic Initiatives – a number of initiatives across 36 
strategic and technical documents previously adopted 
by Council that could not be funded because of 
insufficient financial capacity over the term of the 
LTFP. During recent workshops, Councillors have 
considered whether strategic initiatives desired by the 
community could be progressed if funding could be 
provided (at least in part) through the SRV. Regard was 
given to feedback received from the community 
through numerous surveys and this led to 14 key 
initiatives to be achieved or progressed in the next 10 
years. These initiatives are discussed in more detail on 
page 43.

In addition to the above, Council wants to maintain its 
strong commitment to adopting annually a balanced 
budget and that its Income Statement results meet 
financially acceptable benchmarks. This includes an 
annual Operating Performance Ratio (OPR) that is in the 
range of 2-4% to enable Council to respond in a timely 
manner towards infrastructure assets that may fail, the 
impact of natural disasters on local service provision and 
clean-ups and cost shifting from other tiers of 
government. It is financially prudent to target an 
acceptable OPR to respond to one off budget shocks 
that can occur over the course of the year and not affect 
the normal continuance of service provision.
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Accordingly, the base version of the LTFP concludes that 
Council’s forecast financial capacity is below acceptable 
levels and action is required to improve future financial 
direction. 

2.	 Revised LTFP – Normal Continuance of Service, Asset 
Management Requirements, Strategic Initiatives & 
Special Rate Variation

This version of the LTFP is fully inclusive of each of the 
matters discussed throughout this report. It quantifies 
the size of the Special Rate Variation required to 
rebalance Council’s long term financial capacity to 
achieve acceptable benchmarks by including: 

	� All income and expenditure in the ‘Base’ version of 
LTFP including the normal continuance of services, 
the $4.1 million funding gap identified in Council’s 
Asset Management Strategy and the $3.1 million of 
recurrent funding required for Hornsby Park from 
2028. 

	� The cost of funding 14 strategic initiatives identified as 
high priority through Council’s strategies and technical 
documents and numerous community surveys which 
require a total allocation of $67.26 million across the 
10-year period of the Plan. 

	� Sufficient financial capacity to provide an Operating 
Performance Ratio of at least 2% per year, which is 
the minimum historic level required to protect against 
budget shocks that typically impact Council 
throughout the year. 

	� Additional income from a 28% (31.05% cumulative) 
special rate variation across the first four years of the 
plan, inclusive of the rate peg. A rate variation of this 
size is necessary to provide sufficient financial 
capacity to fund each of the items identified above, as 
discussed on page 40. 

To address the above matters, two scenarios of the LTFP 
(as required by the Office of Local Government SRV 
guidelines) have been prepared that form the basis of 
this report.

1.	 ‘Base’ LTFP – Normal Continuance of Service & Asset 
Management Requirements

A ‘base’ LTFP has been prepared that includes forecast 
income and expenditure from:

	� The normal continuance of services, representing 
costs associated with the continued provision of 
Council’s current service offerings into the future 
(page 31).

	� The recurrent costs to operate Council’s largest 
project, Hornsby Park, once construction is complete. 
$3.1 million per year is required for this from 2028 as 
explained further on page 28.

	� The revised forecast requirements identified in 
Council’s Asset Management Strategy, which require 
average additional funding of $4.1 million per year 
(page 28). 

Results in this version of the LTFP are similar to the 
previous version that was adopted in July 2022. The 
Income Statement result over the 10-year period predicts 
a deficit for eight out of the ten years forecast and there 
is an average deficit of ($3.582) million per year. 
Concurrently, a negative Operating Performance Ratio is 
forecast for eight years of the Plan, which is below the 
benchmark set by the Office of Local Government and 
below the minimum benchmark set by Council of 2% 
that is required to protect the annual budget against 
unexpected budget shocks that typically occur 
throughout the year. The Plan shows that the recurrent 
budget deficits forecast would also likely result in the 
use of unrestricted cash during the life of the plan, which 
would have significant ramifications for Council’s 
continued operation such as limiting the ability of Council 
to pay creditors as and when they fall due. 
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After accounting for the additional forecast income 
generated from rates the income Statement result over 
the 10-year period predicts a surplus in all years forecast 
and there is an average surplus of $6.584 million per 
year. A significant portion of this Income Statement 
surplus will go towards funding capital works. 
Concurrently, the Operating Performance Ratio forecast 
averages 3.55% over the life of the Plan which is above 
the benchmark set by the Office of Local Government of 
0% and within the range set by Council of 2%-4% that is 
required to protect the annual budget against 
unexpected budget shocks that typically occur 
throughout the year. 

The Balance Sheet results over the 10-year period 
maintain equity, liabilities and non-current assets within 
acceptable levels and each of the ratios that are based 
on the primary financial statements are above acceptable 
benchmarks over the life of the Plan including the 
Operating Performance Ratio, the Own Source Operating 
Revenue Ratio, the Unrestricted Current Ratio and the 
Debt Service Cover Ratio. Infrastructure asset ratios are 
also regarded as acceptable over the life of the plan 
despite the average Asset Maintenance Ratio of 97% 
falling slightly below the benchmark of 100% as there is 
sufficient financial capacity within the Plan to allocate 
additional funding for asset maintenance once revised 
Asset Management Plans for Foreshore Assets and 
Other Structures are finalised, noting that the gap in 
maintenance funding is related to these asset classes 
only. 

The results from this version of the LTFP demonstrate 
that a Special Rate Variation of 28% (31.05% cumulative) 
over four years (page 40) is sufficient to rebalance 
Council’s projected finances over the life of the Plan 
within acceptable levels.  Most importantly these 
financial results address the key financial objectives 
identified at the beginning of this Plan by meeting 
desired levels of community service, providing for the 
ongoing maintenance and renewal of a completed 
Hornsby Park and providing sufficient operating capacity 
to respond to financial challenges when they arise.  

The results from this version of 
the LTFP demonstrate that a 
Special Rate Variation of 28% 
(31.05% cumulative) over four 
years (page 39) is sufficient to 
rebalance Council’s projected 

finances over the life of the Plan 
within acceptable levels
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If the above actions are unaddressed, notably the 
recommendation for Council to apply to IPART for a 28% 
(31.05% cumulative) Special Rate Variation, Council will 
be limited in a number of ways as a result of insufficient 
financial capacity:

1.	 Normal Operations

There is insufficient capacity within the LTFP to fund the 
continuance of normal operations into the future. 
Additional funding must be identified to fund forecast 
deficits or services may need to be reduced to ensure a 
balanced budget each year. Without action, budget 
reductions will be required that will reduce levels of 
service such as through the closure of facilities or 
reduction in hours of operation.

2.	 Asset Management

There is insufficient capacity within the LTFP to fund the 
requirements identified in Council’s Asset Management 
plans to maintain assets in a satisfactory condition. As a 
result, the condition of Council’s assets is expected to 
decline, and the level of infrastructure backlog will 
increase unless funding is identified. 

3.	 Major Capital Projects 

There is insufficient capacity to fund the recurrent cost of 
operating major new capital projects once construction is 
complete. This includes Hornsby Park and Westleigh 
Park, noting that the capital constriction of these projects 
is funded from external sources such as the NSW 
Stronger Communities Fund and Development 
Contributions. If funding is not provided, future versions 
of this Plan are likely to recommend that projects are 
paused until a funding source can be identified. 

4.	 Strategic Initiatives 

Without an increase in Council’s financial capacity, no 
funding is available to fund key strategic initiatives as 
detailed on page 43. 

Current operating capacity is insufficient to fund each of 
the items desired by the community that are discussed 
throughout this report, notably:

	� The normal continuance of services into the future 
(page 13)

	� The asset management funding gap of $4.1 million 
per year (page 28)

	� Recurrent funding for Hornsby Park of up to $3.1 
million per year (page 28)

	� Strategic initiatives totalling $67.26 million over ten 
years (page 43)

	� Sufficient capacity to achieve at least a 2% Operating 
Performance Ratio each year (page 12)

Modelling undertaken in this version of the LTFP has 
indicated that a special rate variation of 28% (31.05% 
cumulative) over four years inclusive of the rate peg is 
necessary to fund each of the items listed above. 
Therefore, actions to improve future direction are as 
follows:

	� Apply to IPART for a total special rate variation of 28% 
(31.05% cumulative) over the first four years of the 
LTFP inclusive of the rate peg each year, as detailed on 
page 39.

	� Review other income streams such as fees and 
charges to ensure appropriate price setting and 
assess whether price increases could be used to 
generate additional income.

	� No new positions to be created as appropriate unless 
offset by an equivalent position elsewhere, or grant 
funded or income generating positions.

	� Maintain cost increases to modest levels regarding 
non-labour related expenses each year excluding the 
additional allowances that have been made in this Plan 
including annual allocations for asset management 
and strategic initiatives. 

	� No new loan borrowing to be undertaken unless 
financial capacity above a 2% budget surplus/
operating performance ratio is available each year in 
the Plan. 

	� Continuance of financial improvement initiatives (the 
development of business improvement plans).

	� Consider whether there is a case to rationalise 
underutilised assets to reduce ongoing cost 
requirements and/or provide one off capital funding 
from sale proceeds towards other capital investment 
decisions.

Future Direction
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The LTFP is based on 

Council’s 2022/23 
budget, which was 
adopted on 8 June 

2022.

Council’s LTFP is a requirement under the Integrated 
Planning and Reporting framework for NSW Local 
Government and forms part of the Resourcing Strategy.  
The LTFP must be for a minimum of 10 years with the 
purpose of making clear the financial direction of Council 
as well as the impact of that direction on achieving 
community priorities.

The main purpose of the LTFP is to guide and inform 
decision making in respect to Council’s financial 
sustainability and to ensure that Council has sufficient 
financial resources to fund asset maintenance and 
renewal and provide services to the standard that the 
community expects.  The LTFP establishes the 
framework for sound financial decisions and provides an 
insight as to the financial sustainability of Council over 
the planning period of this document. The key objectives 
in developing this Plan are:

	� Balanced Budgets and Income Statement results that 
provide sufficient capacity to respond to budget 
‘shocks’ as they arise

	� Maintain into the future a level of service that the 
community has come to expect

	� Assets provided by Council are designed and funded 
to meet a defined level of demand and/or need of the 
community

	� Continuous Financial Improvement

	� Reduction in External Loan Borrowing

	� Achieve/Maintain Financial Sustainability Benchmarks 
(Indicators prescribed by the Office of Local 
Government).

2. Introduction
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The LTFP is based on Council’s 2022/23 budget, which 
was adopted on 8 June 2022. The 2022/23 budget forms 
the first year of the LTFP. Future years are based on a 
range of forecasted assumptions used to determine:

	� Future revenue and expenditure (Income Statement 
result)

	� Balance Sheet and Cash Flow Statements

	� A projection for a range of key financial indicators 
prescribed by the Office of Local Government.

In addition to the presentation of financial results, 
information will be provided in respect to:

	� Financial planning assumptions used

	� An analysis of the factors and/or assumptions that are 
most likely to affect the plan

	� Methods of monitoring financial performance.

This Plan seeks to ensure that Hornsby Shire Council can 
be financially sustainable and prosperous; achieving the 
NSW Government’s fit for the future benchmarks and 
delivering services that our community wants and needs 
now and into the future.



3. Financial 
Objectives

	� Investment income returns – Investment returns have 
fluctuated during the COVID-19 pandemic with the 
majority of Council’s investment products linked to the 
base rate set by the Reserve Bank of Australia. When 
the base rate was reduced to 0.1%, Council’s budget 
for investment income was reduced significantly. 
Council’s investment in managed funds with NSW 
Treasury Corporation are also currently experiencing 
significant volatility during the post COVID-19 
economic recovery and an unrealised loss of $1.44 
million was recorded for the year ended 30 June 
2022, which resulted in total investment returns being 
$2.35 million below the budgeted amount of income 
for the year. 

	� The Hornsby Shire Local Government Area has been 
impacted by multiple severe weather events that 
were declared Natural Disasters by the NSW 
Government between 2018 and 2022. Each of these 
events typically costs Council several hundreds of 
thousand dollars in clean-up costs that are not always 
able to be recouped from the NSW Government. 
Furthermore, flooding caused significant damage at 
Wisemans Ferry that added $3.57 million in flood 
related clean up to the cost of Council’s project to 
construct a new boat ramp and associated 
infrastructure. Costs to rectify damaged roads from 
the February 2022 and July 2022 floods are also 
estimated to require several millions of dollars. A key 
issue that recent Natural Disasters has created is that 
even when a proportion of Councils expenditure on 
clean up and recovery can be recouped Council can 
wait for up to several years for reimbursement. The 
multiple events that Council has faced over recent 
years is placing pressure on Councils budgets and 
unfairly limiting the extent to which Council can 
respond to communities in need in a timely manner

	� Asset Management – As noted on page 28, Asset 
Management Plans have been revised for 95% of 
Council’s depreciable asset base including all Roads, 
Stormwater Drainage, Buildings and Open Space 
assets and this Plan includes forecast costs to 
maintain these assets at the level desired by the 
community. However, Asset Management Plans for 
the remaining 5% of Council’s depreciable assets 
comprising Foreshores and some Other Structures are 
still being prepared and the funding requirements are 
not yet available to incorporate into this Plan. A 
forecast Operating Performance Ratio above 2% each 
year will provide capacity for the maintenance 
requirements identified in these Plans to be fully 

In preparing the LTFP, a number of key objectives have 
been considered. These objectives are listed below.

Balanced Budgets/Income Statement Result 
that provide sufficient capacity to respond to 
budget ‘shocks’ as they arise

Council has a strong commitment to adopting annually a 
balanced budget and that its Income Statement results 
meet financially acceptable benchmarks.

This includes an annual operating performance ratio that 
is in the range of 2-4% to enable Council to respond in a 
timely manner towards infrastructure assets that may 
fail, the impact of natural disasters on local service 
provision and clean-ups and cost shifting from other tiers 
of government. 

This would be considered financially prudent to target an 
acceptable operating performance range to respond to 
one off budget shocks that can occur over the course of 
the year and not affect the normal continuance of service 
provision. More detail in respect to previous events that 
has guided a 2%-4% operating performance ratio 
includes:

	� The 2016 boundary adjustment and abandonment of 
amalgamation plans for the Shire that left Council with 
a yearly reduction of $10 million in revenue, without a 
commensurate reduction in costs.

	� The implementation of state mandated initiatives such 
as the Audit Risk and Improvement Committee 
requirements.

	� The urgent program to implement an asbestos 
remediation plan for Council’s administration building 
from 2020.

	� Remediation at Foxglove Oval, Mount Colah which 
had presented issues due to this site previously being 
a tip.

	� Absorbing reduced income and increased costs as a 
result of service shutdowns, physical distancing and 
lock downs from the COVID-19 pandemic throughout 
2020 and 2021. As well as the ongoing economic 
consequences from the pandemic which are still 
being experienced.

	� The ongoing transfer of Crown Land to Council to 
maintain with no funds provided.
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funded once they have been finalised. In this regard it 
is also noted that Hornsby’s Local Government Area 
spans across a large geographical area from the M2 
motorway in the south of the Shire to the 
Hawkesbury River in the north and Council therefore 
controls a large and dispersed number of 
infrastructure assets compared to other Council’s in 
the Sydney metropolitan area. There is an unavoidable 
level of risk of some unexpected infrastructure asset 
failure from time to time from an asset base this large 
that could require additional funding in any given year. 

	� State Government Costs – There are some costs over 
which Council has no control such as levies charged 
by the NSW Government. Over recent years the 
Emergency Services Levy payable to the State has 
increased by more than $1 million and in the order of 
40%, which is above the level of estimated increases 
in previous Plans that forecast the annual increase in 
the levy to track in line with CPI. The LTFP must retain 
sufficient capacity over the next ten years to fund any 
further cost increases of this nature without having to 
resort to cutting other budgets such as those provided 
for asset management or recurrent services. 

Should a surplus budget be generated at the end of a 
financial year, the surplus amount will be directed 
towards the Capital Projects and Debt Retirement 
Restricted Asset account, which is used to fund key 
strategic capital projects that require reasonable capital 
investment from the Council or to fund cash shortfalls in 
future years of the Plan. This is consistent with Council’s 
objective to maintain prudent financial management of 
its finances and to allocate financial surpluses towards 
key strategic issues.

Maintain into the future a level of service that 
the community has come to expect

Financial sustainability in local government is not only 
just about balancing budgets; it also involves ensuring 
that the level of services that the community has come 
to expect is maintained and continues to be provided 
into the future. This is a key input into the Financial 
Planning Assumptions section of this Plan to determine 
if we can afford what the community needs and wants 
into the future and if not, what action is required.  

To establish the level of service that the community has 
come to expect and desires (referred to in this Plan as 
the ‘Normal Continuance’ of service) reference has been 
made to a range of community consultation. This has 

included a Quality of Life and Asset Management survey 
completed in March 2020, asset management 
workshops in November 2020 and a Community 
Satisfaction Survey covering 30 Council services in April 
2021. A survey on the Community Strategic Plan Review 
in October 2021 identified a desire from the community 
for an increased level of services, which supports at least 
the continuance of normal operations included in this 
Plan. Community consultation during the preparation of 
36 recently adopted strategies and technical documents 
also supports an increase in the aspirations of the 
community, which is discussed further within the 
Strategic Initiatives section of this report (page 43). 

Examples of important considerations identified by the 
community through the surveys noted above are detailed 
below:

	� Maintaining Council’s assets to a good standard

	� Changing demographics – the community identified 
that an ageing population increased usage of Council’s 
open spaces and created a desire for improvements 
to infrastructure of flat and accessible spaces and 
seating

	� Frequency of use – participants in the asset 
management workshops acknowledged competition 
for assets that are regularly used by the community 
and expressed a desire for additional funding for asset 
maintenance to be allocated according to usage 

	� Access and hours of operation – the community 
expressed that a wide span of opening hours should 
encourage use. Hornsby Aquatic & Leisure Centre and 
Council’s Community Recycling Centre were the two 
most mentioned assets in this regard

	� Quality spaces – the community expressed a desire 
for Council to invest in maintenance to increase 
quality and noted that this would likely increase 
usage. 

Accordingly, forecast income and expenditure to fund the 
normal continuance of services has been included in the 
‘base’ LTFP. 
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3. Financial 
Objectives

It is forecast that Council will be debt free by 30 June 
2023 and the only ongoing borrowing cost in the LTFP 
after this point represents notional interest that is 
recognised for leased IT equipment and office space in 
line with accounting standards. Further external loan 
borrowing depends on the availability of financial capacity 
above a budget surplus level of 2% in future years of 
LTFP and this Plan includes a recommendation for no 
further loan borrowing to be undertaken unless this 
requirement is met.  

Achieve/Maintain Local Government 
Performance Indicators

The Office of Local Government has prescribed a range 
of Performance Indicators that are used to measure 
Council’s financial position to assess its financial 
sustainability. A benchmark is set for each indicator, 
which sets the level of financial sustainability that 
Council should aim to achieve for each indicator, and it is 
a requirement to report on each of the indicators in 
Council’s annual financial statements.

Assets provided by Council are designed and 
funded to meet a defined level of demand 
and/or need of the community

The Asset Management Planning section of this report 
(page 28) includes further information with regards to 
the community’s desired level of service for Council 
assets that were identified through recently completed 
asset management workshops.  This has also been 
included in the ‘base’ LTFP.

Continuous Financial Improvement

Council has a longstanding commitment towards 
reviewing costs while maintaining existing service levels. 
This will require ongoing support towards:

	� Prioritising funding requirements identified in Council’s 
Asset Management Plans before new initiatives. 

	� Evaluation on a periodic basis of Council’s activities to 
determine competitiveness in terms of service 
provision and financial viability.

	� To review Council’s existing capital decisions, ensuring 
business evaluations are undertaken where necessary 
to ascertain value and meet Capital Governance 
Framework requirements.

	� Review of fees and charges to ensure closer 
alignment with costs.

	� No new positions to be created as appropriate unless 
offset by an equivalent position elsewhere, grant 
funding or income generating.

Reduction in External Loan Borrowing

Council has a commitment towards reducing the need to 
externally borrow for annual capital works programs. This 
has been made possible by various financial 
improvements achieved over the term of previous and 
current Councils, that generated savings from financial 
improvement that have been applied, eliminating the 
need to borrow annually for recurrent capital projects. 
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The Performance Indicators that are considered the most 
important measure of Councils financial sustainability
Indicator Quantitative Measure Definition Benchmarks

Operating 
Performance Ratio

Measures a council’s ability to 
contain operating expenditure 
within operating revenue.

Operating revenue 
(excluding capital grants 
and contributions less 
operating expenses)/
Operating revenue 
(excluding capital grants 
and contributions).

>0% (OLG Benchmark)

>2%-4%  
(Council Benchmark)

The OLG set a 
benchmark is 0%. For 
this to be achieved it is 
recommended that an 
Operating Performance 
Ratio/Budget Surplus 
of 2%-4% is forecast 
at the start of each year 
to respond to budget 
shocks that can occur 
throughout the year.

Own Source 
Operating Revenue 
Ratio

Measures the level of a council’s 
fiscal flexibility. It is the degree 
of reliance on external funding 
sources such as operating grants 
and contributions.

Total operating revenue 
less (inclusive of capital 
grants and contributions)/
Total operating revenue.

>60%

Unrestricted Current 
Ratio

This ratio is specific to local 
government and is designed to 
assess the adequacy of working 
capital and the ability to satisfy 
obligations in the short term for 
unrestricted activities of a council.

Current assets less all 
external restrictions/
current liabilities less 
specific purpose liabilities.

>1.5

Debt Service Cover 
Ratio

The availability of operating cash 
to service debt including interest, 
principal and lease payments.

Operating Result before 
capital excluding interest 
and depreciation/Principal 
Repayments (from the 
Statement of Cash Flows 
+ Borrowing Interest 
Costs (from the Income 
Statement).

> 2

Asset Maintenance 
Ratio

Compares actual versus required 
annual asset maintenance.

Actual maintenance/
Required asset 
maintenance.

>100%

Infrastructure 
Renewals Ratio

Compares the proportion spent on 
infrastructure asset renewals and 
the assets deterioration.

Asset renewals/
Depreciation of building 
and infrastructure assets.

>100%

Infrastructure Backlog 
Ratio

This ratio shows what proportion 
the backlog is against total value 
of a council’s infrastructure.

Estimated cost to bring 
assets to a satisfactory 
condition/total 
infrastructure assets.

<2%

Hornsby Shire Council15



As part of undertaking financial modelling, key 
assumptions that underpin the forecasts must be made.  
The assumptions utilised in the LTFP have been sourced 
from several external bodies that are regarded as 
reputable including the Reserve Bank of Australia, BIS 
Oxford Economics and Reuters. 

The 2022/23 budget has been used as the base point 
for the LTFP, which then makes a number of market 
driven and internal assumptions to project revenue and 
expenditure over the forecasted period. Several one-off 
recurring adjustments have also been included in the 
LTFP to provide funding for known expenditure items 
such as the cost of local government elections, an 
increase in statutory employee superannuation to 12% 
by 2026 and for projects that were commenced by the 
previous term of Council such as a greater allocation to 
deliver new footpaths across the Shire.

Service Levels – Normal Continuance of 
Service
Council’s future financial position has been forecast 
based on a continuance of ‘normal operations’. This is 
difficult to define but can be regarded as the provision of 
services to stakeholders at levels of service that they 
have come to expect on a regular basis, which in this 
Plan has been determined through a range of 
community consultation. It is noted that levels of service 
may not remain the same given changes in community 
expectations in future years of the Plan. In this regard it 
is noted that ‘normal operations’ has been forecast as a 
minimum level over the life of the Plan as the 
community has indicated.

Accordingly, forecast income and expenditure to fund 
the normal continuance of services has been included in 
the ‘base’ LTFP. 

The Asset Management Planning section of this report 
(page 28) includes further information with regards to 
the community’s desired level of service for Council 
assets that were identified through recently completed 
asset management workshops. This is also another key 
component considered to be part of the normal 
continuance of services and has been included in the 
‘base’ LTFP.

4. Financial 
Planning 
Assumptions
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The major expense categories for Council’s operating 
budget are:

	� Employee Benefits and On-costs

	� Borrowing Costs

	� Materials and Contracts

	� Depreciation

	� Other Expenses

5. Expenditure 
Assumptions
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Employee Benefits and On-costs
Employee costs include salaries, wages, superannuation, leave entitlements, workers compensation premiums and 
other employee related expenses.

The majority of employee related costs increase based on the local government award increase each year, for which the 
last published year is the year ending 30 June 2023. Further Local Government Award increases are not yet known 
therefore the forecast expenditure increase has been based on the forecast Wage Price Index, which is deemed to 
appropriately reflect the impact of the current inflationary environment over the next 10 years. The forecast Wage Price 
Index has been sourced from the Reserve Bank of Australia to the extent available (until mid-2024) and from BIS Oxford 
Economics from 2025 until the end of the Plan. 

Additional employee related assumptions include:

	� Superannuation increases in line with salaries and wages growth each year, plus an additional 0.5% increase in the 
legislated superannuation guarantee rate from 10.5% in 2023 to 12% in 2026 

	� No material change is expected in existing staff numbers and employee working hours noting that Council’s previous 
two Long Term Financial Plans have included a recommendation for a freeze on FTE headcount as a method of cost 
containment 

	� Workers’ compensation expense is expected to increase in line with salaries and wages

	� As a method of cost containment and to account for savings from vacancies that occur from normal operations the 
Plan includes a budget for 50 weeks of the year for each position in Council’s approved organisation chart, which 
results in an effective annual productivity measure of 4% compared to if the Plan included costs for all 52 weeks of 
the year. This matter is analysed further in a sensitivity analysis on page 51. 

Borrowing Expenses

A key objective by Council has been to reduce the level of external borrowing and so this Plan has been predicated on no 
loan borrowing. The level of debt servicing from previous external loan borrowing will cease at the end of 2022/23 and 
the only remaining borrowing expenses in Council’s Income Statement will relate to notional interest on leases for IT 
equipment and the Thornleigh Office that are recognised in the Income Statement as required by Australian Accounting 
Standards. 

External borrowing could be a strategy considered by Council to assist in funding significant capital projects to benefit 
future generations or to acquire assets that are income producing or that hold strategic value. The beneficiaries of these 
future projects would assist in their funding as their rates would be applied in part to repaying the loans. This contrasts 
with current ratepayers bearing the entire burden in one year, possibly at the expense of other worthy expenditures. 
While this strategy could be considered by Council in future years the use of loan borrowing would be an unsuitable 
option for Council at this time. Forecast recurrent budget deficits should be funded prior to committing Council to 
interest and principal repayments that would require further recurrent funding. In this regard, it is also noted that 
Council’s current annual capital works program is significant in size, most of which is funded from external sources such 
as grants and development contributions. Therefore, the more prominent challenge facing Council is the need to identify 
recurrent funds to operate and maintain projects once construction has been completed, rather than a need to identify 
further funds to construct new capital works

2024 2025 2026 2027 2028 2029 2030 2031 2032 2033

Salary 
Movement

3.8% 3.5% 3.1% 3.3% 3.3% 3.3% 3.3% 3.3% 3.2% 3.2%
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Materials and Contracts
Local government expenditure is characterised by high levels of materials and contracts. Materials and contracts are 
used in the creation and maintenance of assets and to provide recurrent operational services.

The Consumer Price Index (CPI) has been chosen as the relevant factor in modelling these expenses over the term of the 
Plan.  This has been sourced from the Reserve Bank of Australia to the extent available (until mid-2024) and from BIS 
Oxford Economics from 2025 until the end of the Plan using the compound annual growth rate estimated for this 

timeframe.

Additional material and contract related assumptions include:

	� Maintain cost increases to modest levels in regards to non-labour related expenses.

	� The inclusion of 10-year forecasts for asset maintenance as required by Council’s Asset Management Plans, as noted 
within the Asset Management Planning section of this report (page 28)

Depreciation

Depreciation is an allowance or provision made in the financial records for “wear and tear” and “technical obsolescence” 
of plant and equipment. The idea of depreciation is to spread the cost of that capital asset over the period of its “useful 
life to the entity” that currently owns it. Council’s existing depreciation schedule, plus an allowance for new projects less 
retirements and the estimated impact of infrastructure asset revaluations has been used as the basis for determining the 
depreciation expense.

Depreciation forecasts relate to existing assets and to Council’s extensive capital works program. Council’s assets are 
also being progressively revalued to fair value in accordance with asset revaluation cycles issued by the Office of Local 
Government, which typically cause increases to the depreciation expense from the recognition of asset replacement 
cost increases that occur over time. 

It is forecast that Council’s depreciation expense will increase by an average of 4.17% each year because of new 
depreciation associated with Council’s large capital works program and the increase in gross replacement cost of existing 
assets that is recognised each time a revaluation is undertaken

Other Expenses

This consolidation of costs under this category includes items such as street lighting, utility costs, insurances, legal 
costs, statutory charges and other program expenditure.

The Consumer Price Index has been chosen as the relevant factor in modelling these expenses over the term of the Plan. 
This has been sourced from the Reserve Bank of Australia to the extent available (until mid-2024) and from BIS Oxford 
Economics from 2025 until the end of the Plan using the compound annual growth rate estimated for this timeframe.

Additional other expense-related assumptions include:

	� Election expenses provided for in relevant years

	� Maintain cost increases to modest levels regarding non-labour related expenses. 

2024 2025 2026 2027 2028 2029 2030 2031 2032 2033

CPI 3.5% 2.9% 2.8% 2.4% 2.4% 2.4% 2.4% 2.4% 2.5% 2.5%

2024 2025 2026 2027 2028 2029 2030 2031 2032 2033

CPI 3.5% 2.9% 2.8% 2.4% 2.4% 2.4% 2.4% 2.4% 2.5% 2.5%
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The major expense categories for Council’s operating 
budget are:

	� Rates and Annual Charges

	� User Charges and Fees

	� Interest and Investment Revenue

	� Other Revenue

	� Grants and Contributions provided for Operating 
Purposes

	� Grants and Contributions provided for Capital 
Purposes

6. Revenue 
Assumptions

Hornsby Shire Council22
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Rates and Annual Charges
Rates and Charges are a major source of Council’s revenue, typically representing more than 80% of own source 
revenue each year. The amount of rates income a council may levy is limited by an approved rate peg set by the 
Independent Pricing and Regulatory Tribunal (IPART). The Rate peg refers to the process in which the State Government 
determines annually the total allowable increase in rates expressed as a percentage. This allowable increase is 
announced annually by the Independent Pricing and Regulatory Tribunal (IPART).

Forecasting expected income from rates is notoriously challenging as the rate peg is based on a Local Government Cost 
Index calculated by IPART, which is typically only available 6 to 9 months before the start of any given year. Forward 
projections of the rate peg for future years are also not published. In some years IPART may also apply a productivity 
factor to the rate peg, which reduces the amount of income that Council can generate. Nonetheless over time the rate 
peg can be seen to broadly track with the overall trend in CPI. Accordingly, in the absence of forward projections of the 
Local Government Cost Index, this Plan assumes that the rate peg will align with CPI over the next 10 years. This is 
appropriate as CPI has also been used as the forecast driver for the majority of expense items in the Plan. Using the 
same driver to set the rate peg ensures a linear relationship between rating income and the majority of Council’s 
expenses, which mirrors IPART’s intention of basing the rate peg on the Local Government Cost Index. 

The rate peg for the first year of the plan in 2024 has been based on a detailed estimate of the Local Government Cost 
Index from the most recent data available for 2022, which is the year that will inform the rate peg for 2024 when it is 
available. The rate peg forecasts for 2025 and 2026 are based on the trend required for the rate peg to align with CPI 
over the life of the plan.

2024 Rate Peg Calculation

10 Year Rate Peg Assumptions

2024 2025 2026 2027 2028 2029 2030 2031 2032 2033

Rate peg 
forecast

3.9% 3.5% 3.0% 2.5% 2.5% 2.5% 2.5% 2.5% 2.5% 2.5%

Estimate of 
2023-24 LGCI

Indices Change Weighting Timeframe for data

Employee costs WPI – Public 
Sector

2.40% 40% March 2021 – March 2022

Materials, 
contracts and 
other

CPI – 
Sydney

5.30% 60% June 2021 – June 2022 

Productivity factor 0.20%

Total 3.90%
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User Charges and Fees

Many of the services provided by Council are offered on a user pays basis.  There is however a range of other factors that 
Council considers in determining an appropriate fee for its services.

The Consumer Price Index has been chosen as the relevant factor in modelling these expenses over the term of the Plan. 
This has been sourced from the Reserve Bank of Australia to the extent available (until mid-2024) and from BIS Oxford 
Economics from 2025 until the end of the Plan using the compound annual growth rate estimated for this timeframe.

Interest and Investment Revenue
Interest on investments will vary over the planning period due to cash-flow levels and interest rate percentages.  
The LTFP calculates interest on investments based on estimated cash-flow (allowing for estimated infrastructure  
project expenditure) and a forecast of the base rate set by the Reserve Bank of Australia. The margins earned on each  
of Council’s investment products above the base rate have been sourced from Council’s investment advisor, Prudential 
Investment Services and are based on forecasts from Reuters.

The percentage investment return on Council’s portfolio is forecast to increase over the term of the LTFP in line with 
expected increases to the base rate set by the Reserve Bank of Australia. The total average expected return ranges from 
2.45% in 2023/24 to 3.12% in 2032/33.

Other Revenue

Miscellaneous revenue is obtained from a variety of sources including insurance recoveries, parking fines, legal costs 
recovered, property rentals, etc.  It is anticipated that other revenue will be maintained at current levels with CPI 
adjustments as reported above.

Grants and Contributions

Council receives a number of operational and capital grants from various Federal and State Government agencies.  
Capital contributions such as Section 7.11 Development Contributions are expected to continue in line with current 
income levels, which represents a decline in development activity since the peak in Hornsby Shire between 2015 and 
2017.  Capital contributions received in respect to Council’s Section 7.11 Development Contribution Plan are to be spent in 
accordance with the works program identified in this Plan. It is anticipated that grants and contributions revenue will be 
maintained at current levels with CPI adjustments being applied

Capital Expenditure

This represents expenditure towards both the creation of new infrastructure assets and the renewal of existing assets 
(i.e. roads, drainage, footpaths and sportsgrounds). This expenditure category also includes capital purchases (i.e. 
information technology, fleet and plant assets). Council’s average capital works program in the base LTFP is forecast at 
$48.212 million each year and is largely funded by external grants and restricted asset funding, as well as from general 
funds. The most significant capital cash flows are for major projects such as Hornsby Park, Council’s largest project and 
are funded from external grants and restricted assets. Recurrent capital budgets such as for routine asset renewal are 
funded from general funds and other recurrent income sources. This Plan has forecast capital expenditure at the 
following levels. This excludes the additional requirements identified in Council’s adopted strategies as discussed within 
the Strategic Initiatives section of this report (page 43).

2024 2025 2026 2027 2028 2029 2030 2031 2032 2033

Capital 
Expenditure $48,788,725 $92,232,336 $29,158,863 $79,325,114 $38,264,258 $47,345,834 $47,133,425 $32,398,469 $33,301,394 $34,172,679

2024 2025 2026 2027 2028 2029 2030 2031 2032 2033

CPI 3.5% 2.9% 2.8% 2.4% 2.4% 2.4% 2.4% 2.4% 2.5% 2.5%
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It is noted that capital expenditure has increased above 
historical annual levels of approximately $25 to $30 
million due to several one-off infrastructure projects as 
listed below:

	� Hornsby Quarry Revitalisation and Westleigh 
Sportsground allocated at the amount received 
through the NSW Government’s Stronger Community 
Funding, available S7.11 development contribution 
funds and estimated capital contributions from third 
parties included within the master plans for the 
projects. 

	� Mark Taylor oval revitalisation (funded from the NSW 
Government’s Stronger Community Fund).

	� Public Domain improvements for Asquith to Mount 
Colah and Galston with other sites to progress as part 
of investigations into public domain

	� Increase in new footpath construction 

	� Improvements to Wallarobba Arts and Cultural Centre 
– Stage 2

	� Projects funded by development contributions in 
accordance with the timings identified in Council’s 
2020 – 2030 Development Contributions Plan noting 
that the timing of some projects has been brought 
forward in line with a commitment made by Council to 
the Department of Planning, Industry and 
Environment to accelerate expenditure to provide 
economic stimulus following the COVID-19 pandemic. 

	� Increased asset renewal expenditure to fund the 
requirements identified in Council’s recently revised 
asset management plans, as noted within the Asset 
Management Planning section of this report (page 28).

Council’s Best Estimate from Applying 
Financial Assumptions

The key financial information that follows in the form of 
financial statements and indicators are results based on 
a range of forecast financial assumptions.  These 
assumptions can change due to variations in economic 
conditions and/or a change in priorities set by Council.  It 
is therefore intended that the financial assumptions be 
reviewed annually and compared to the actual results on 
an annual basis.  This will be achieved via reporting in 
Council’s Annual Report, by comparing the actual results 
on key financial statements and indicators to the 
forecasted figures for that year. Any issues identified 
through this process will be considered in the updating 
of the LTFP for the following year.



7. Asset 
Management 
Planning
Previous versions of the LTFP have recommended that 
Council’s Asset Management Plans be updated to 
provide evidence-based estimates for future asset 
maintenance and renewal expenditures. A significant 
project to undertake this work is well progressed and 
revised asset management plans are available for 95% of 
Council’s depreciable asset base comprising:

	� Roads, bridges, footpaths, kerb and guttering

	� Stormwater drainage

	� Specialised and non-specialised buildings including 
aquatic centres

	� Open spaces (largely related to Park assets such as 
playing surfaces and equipment, and park furniture).

The process undertaken by Council Officers has centred 
around producing detailed data based ten-year forecasts 
for maintenance, renewal and operational expenditure 
from ‘the bottom up’ by calculating the individual 
forecast requirements for each of Council’s assets at a 
granular level (for example at the level of road section, 
park bench, kitchen, bathroom, pipe length etc). The 
asset management plans have been created using the 
following methodology:

	� Review of existing granular data with the aim of 
ensuring data exists for each individual asset within 
each class

	� Identification of data omissions

	� The collection of new data where omissions are 
present including the engagement of consultants and 
contractors to survey assets at a detailed level (based 
on the condition assessment of each component of 
each asset)

	� Independent physical asset inspections for each asset 
class by qualified experts to test asset data including 
an independent review of condition compared to 
Council’s recorded condition levels

	� Community satisfaction survey to assess current 
service levels compared to desired levels of service 
which is covered in more detail in Council’s Asset 
Management Strategy

	� The creation of ten-year expenditure forecasts for 
each class compared to available budgets which is 
covered in more detail in Council’s Asset Management 
Strategy.



Results from Council’s Community Satisfaction survey (Asset Management Community Insights Report – November 
2020) have been used to inform the basis of forecasted maintenance and renewal requirements for each of Council’s 
assets where a rating was provided to survey participants with 1 being Excellent, 2 - Good, 3 - Satisfactory and 4 - Poor:

	� Buildings – participants preferred a level of service of 2 for libraries and amenities buildings and a level of service of 3 
for aquatic centres, community centres and indoor sporting facilities. 

	� Open Spaces – participants preferred a level of service of 2 for sporting fields, park facilities and playgrounds and a 
level of service of 3 for trees, gardens and mountain bike tracks. Safety was considered a high priority for playgrounds.

	� Roads and related infrastructure - participants preferred a level of service of 2 for footpaths, bridges and roads and a 
level of service of 3 for carparks, shared paths, kerb and guttering. Emphasis was placed on the importance of flat, 
safe and unobstructed footpaths and pedestrian crossings.

	� Stormwater infrastructure – participants preferred a level of service of 3 for stormwater drainage.

As detailed in Council’s Asset Management Strategy, cost forecasts from revised asset management plans indicate that 
there is an average funding gap of $4.1 million per year over the next ten years:

The revised Asset Management Plans have informed Council’s Asset Management Strategy, which is referred to Council 
to be adopted for public exhibition at the same time as this LTFP as part of the Resourcing Strategy.

The funding gap is attributable to:

	� Inflationary cost increases since the plans were last revised including recent construction cost and CPI increases 
during recovery from the COVID-19 pandemic. The Plans have been updated using the same CPI forecast as disclosed 
within the Expenditure Assumptions section of this report (page 20)

	� The cost of providing for recurrent expenditure for new assets constructed since the plans were last revised

	� The cost of providing for recurrent expenditure for new assets that are fully funded from external grants and 
development contributions over the next ten years in the LTFP, noting that construction for many of Council’s major 
projects has already commenced.

The funding gap excludes:

	� Forecast recurrent costs for Hornsby Park, Council’s largest ever major project. Because of its significance recurrent 
costs have been forecast separately for this project as detailed below  

	� The remaining 5% of Council’s depreciable asset base for which Asset Management Plans are still being revised.  
This includes foreshore assets and some ‘other structures’.
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Year 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033

Buildings $538,000 $128,000 $252,000 $931,000 $2,388,000 $2,292,000 $602,000 $542,000 $442,000 $337,000

Roads/Road $104,000 $96,000 $580,000 $594,000 $597,000 $623,000 $638,000 $641,000 $670,000 $686,000

Stormwater 
Drainage $1,087,000 $1,118,000 $1,314,000 $1,357,000 $1,401,000 $1,434,000 $1,481,000 $1,516,000 $1,567,000 $1,606,000

Open 
Space $621,000 $724,000 $1,412,000 $942,000 $3,306,000 $1,023,000 $927,000 $1,109,000 $1,491,000 $1,684,000

Shortfall $2,350,000 $2,066,000 $3,558,000 $3,824,000 $7,692,000 $5,372,000 $3,648,000 $3,808,000 $4,170,000 $4,313,000



Asset Management Planning

The revised Asset Management Plans have informed 
Council’s Asset Management Strategy, which will be 
referred to Council to be adopted for public exhibition at 
the same time as this LTFP as part of the Resourcing 
Strategy. The Strategy notes that present funding levels 
are insufficient and identifies a number of consequences 
of providing inadequate funding into the future:

	� Deteriorating quality of existing assets (e.g.: reduction 
in road network condition)

	� Inability to renew ageing assets

	� Inability to adequately maintain newly constructed 
assets

	� Increased exposure of Council to litigation relating to 
deteriorating assets

	� Failure to meet the industry benchmarks set by the 
Office of Local Government for infrastructure asset 
ratios.

Accordingly, the Strategy recommends that funding is 
provided within this LTFP to meet the requirements 
identified in the Asset Management Plans. Therefore, the 
forecast requirements including the average funding gap 
of $4.1 million per year has been included within the 
base LTFP. 

Hornsby Park

This project involves the redevelopment of the 
abandoned Hornsby Quarry and surrounding lands 
covering approximately 60 hectares into open space for a 
broad range of recreation purposes.

This is a significant project and the largest ever 
undertaken for Hornsby Shire Council with the total 
estimated cost of the facilities canvassed in the Master 
Plan for the park at $130 million. This is to be funded 
from the NSW Government’s Stronger Communities 
Fund, Section 7.11 development contributions and capital 
contributions from commercial arrangements. 

Due to the size and scale of this capital project, a review 
of forecasted costs was undertaken by a specialist 
external consulting firm – Capital Insight. Their review 
concluded that the average asset life cycle costs were 
forecast at $3.1 million per year upon completion of the 
project. This amount has been used as an input into the 
financial requirements of this Plan and listed separately 
to the ‘core’ infrastructure assets needs identified in the 
development of the Asset Management Strategy.

Further due diligence was exercised through a peer 
review of the capital and recurrent costs by specialist 
consulting firm, WT Australia. Their review validated the 
forecasts used in the Plan to be appropriate. Accordingly, 
the LTFP includes forecast recurrent costs of $3.1 million 
per year which have been allocated in the Plan in line 
with the most recent construction cash flow for the 
project. A $1.4 million recurrent allocation is provided in 
2026 and 2027, which increases to $3.1 million from 
2028 reflecting the timeline for the completion of key 
components at the park.
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8. Results 
- Normal 
Continuance 
of Service 
& Asset 
Management 
Requirements 
As noted in the previous sections of this report, 
Council’s base LTFP includes forecast income and 
expenditure to fund a continuance of ‘normal” 
operations, the requirements of Council’s revised Asset 
Management Plans and forecast recurrent costs for 
Hornsby Park.
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Local Government Performance Indicators

Indicator Benchmark 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033

Operating 
Performance 
Ratio

>2% (>0% OLG) 1.99% 1.00% -0.67% -1.41% -2.59% -3.52% -2.84% -3.45% -4.02% -4.69%

Own Source 
Operating 
Revenue Ratio

>60% 86.17% 86.23% 86.20% 67.50% 86.33% 86.39% 86.45% 86.51% 86.55% 86.64%

Unrestricted 
Current Ratio

>1.5 6.75 5.43 5.39 5.26 5.22 4.73 4.39 4.35 4.29 4.19

Debt Service 
Cover Ratio

>2 36.96 36.93 35.40 36.35 63.91 1032.68 571.42 569.71 1139.77 1124.50

Asset 
Maintenance 
Ratio

>100% 96.77% 96.57% 96.92% 97.08% 97.39% 97.33% 96.92% 96.88% 96.83% 96.77%

Asset 
Renewals 
Ratio

>100% 91.97% 93.49% 95.02% 94.92% 96.46% 96.87% 97.07% 97.73% 98.46% 99.17%

Infrastructure 
Backlog Ratio

<2% 0.73% 0.73% 0.73% 0.73% 0.74% 0.74% 0.74% 0.74% 0.75% 0.75%
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9. 
Commentary 
on Results 
– Normal 
Continuance 
of Service 
& Asset 
Management 
Requirements 
Income Statement results forecast over the period of 
this Plan have diminished compared to historic results. 
The Income Statement result over the 10-year period 
predicts a deficit in eight out of ten years and there is an 
average deficit of ($3.582) million per year. Concurrently, 
a negative Operating Performance Ratio is also forecast 
in eight years of the Plan, which is below the benchmark 
set by the Office of Local Government of 0% and below 
the benchmark set by Council of 2% that is required to 
protect the annual budget against unexpected budget 
shocks that typically occur throughout the year. 

An average deficit of ($3.582) million per year for the 
Income Statement result clearly demonstrates that the 
normal continuance of services based on current 
projections can not be afforded and is financially 
unsustainable. These Income Statement results are in 
line with the previous version of the LTFP that was 
adopted by Council in July 2022 which concluded that 
action is required to improve future financial direction 
(noting a Special Rate Variation) to meet the benchmarks 
detailed at the start of the Plan (page 12). 

The Balance Sheet results over the 10-year period 
maintain equity, liabilities and non-current assets within 
acceptable levels. However, the cumulative impact of 
forecast recurrent budget deficits results in the use of 
unrestricted cash as forecast in the Cash Flow 
Statement. Unrestricted cash is essential for Council to 
operate on a ‘business as usual’ basis and the Plan 
forecasts a reduction in unrestricted cash from $19.890 
million at 30 June 2022 to $4.019 million by 30 June 
2033 due to the need to fund accumulated deficits each 
year. It is likely that unrestricted cash would be utilised 
in full before 30 June 2033 after accounting for 
additional expenditure from budget shocks that can 
typically occur throughout the year due to natural 
disasters, capital project cost escalations and 
unexpected infrastructure asset failures (page 12).    
A negative unrestricted cash balance would have 
significant ramifications for Council, as it would limit the 
ability for creditors to be paid as and when they fall due 
that would therefore directly impact Council operations 
and the provision of recurrent services if unaddressed. 
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Income Statement Commentary 

Council’s Audited Income Statement result has gradually declined over recent years to a deficit in 2021/22. As forecast in 
the Income Statement, deficits are expected to continue during the period of this Plan:

	� 2021/22	 ($6.058M) Deficit (based on pre-audit Financial Statements as at September 2022)

	� 2020/21	 $0.086M Surplus

	� 2019/20	 $4.550M Surplus

	� 2018/19	 $7.641M Surplus

	� 2017/18	 $6.649M Surplus

	� 2016/17	 $8.720M Surplus

Between 2016/17 and 2021/22 Council’s Income Statement result has gradually declined because of internal and external 
factors, notably the ongoing impact of the boundary adjustment, a $1 million increase in the Emergency Services Levy 
payable to the NSW Government and rising expenditure costs greater than income generated from rates over time. 
Income Statement results are expected to decline further into deficit over the next ten years:

Results are expected to decline further because of a number of factors:

	� Forecast increases in the Wages Price Index as high as 3.8% in some years of the Plan (refer page 19) that further 
reduces financial capacity each year as income from rates is forecast to increase by a smaller percentage each year as 
discussed on page 23.

	� Increases to Council’s forecast depreciation expense each year. Depreciation is expected to rise in line with an 
increase in Council’s asset base over the life of the Plan, due to the creation of new assets funded by Council’s 
significant annual capital works program. In some years of the Plan the capital expenditure budget is greater than the 
total amount of income that Council expects to receive from rates in the same year, noting that much of the capital 
works budget is funded from external sources such as development contributions and the NSW Government’s 
Stronger Communities Fund. Cyclical infrastructure asset revaluations required under accounting standards also 
increase depreciation over time as the accounting gross replacement cost of all assets for depreciation purposes is 
aligned with current prices regardless of the year assets were constructed. 

	� Statutory increases in the employee superannuation rate from 10% to 12% by 2026, which has increased expenditure 
by $1.2 million per year since 2022.

	� Providing additional average funding of $4.1 million per year to maintain Council’s assets as discussed in the Asset 
Management Planning section of this report (page 28).

	� A recurrent budget of $1.4 million in 2026 and 2027 and $3.1 million from 2028 for the operation of Council’s largest 
project, Hornsby Park (page 28).

2024 2025 2026 2027 2028 2029 2030 2031 2032 2033

Net 
Operating 
Result 
before 
Capital 

$3,168,487 $1,682,197 -$970,920 -$2,214,803 -$4,270,242 -$5,980,919 -$4,909,421 -$6,134,925 -$7,354,438 -$8,832,220
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Local Government Performance Indicators Commentary
Indicators in this version of the LTFP are forecast as follows:

The Operating Performance Ratio is below the benchmark in most of the years forecast. The Operating performance ratio 
mirrors the income statement result and declines in line with this result over the period of the plan for the reasons 
outlined above. All other ratios that are based on the primary financial statements are above acceptable benchmarks over 
the life of the Plan including the Own Source Operating Revenue Ratio, the Unrestricted Current Ratio and the Debt 
Service Cover Ratio. However, the Unrestricted Current ratio is forecast to decline, which is reflective of the forecast 
restriction in unrestricted cash to fund the budget deficits forecast over the life of the Plan as discussed above. 

Infrastructure asset ratios are regarded as acceptable over the life of the plan despite the Asset Maintenance Ratio and 
Asset Renewals Ratio falling slightly below the benchmark of 100%:

	� Asset Maintenance Ratio – The ratio averages 97% over the life of the Plan, as the Plan includes the funding 
requirements to meet the desired level of service set by the community for 95% of Council’s depreciable asset base 
as identified in revised Asset Management Plans for Roads, Stormwater Drainage, Buildings and Open Space assets. 
The ratio is slightly below the benchmark as revised Asset Management Plans for the remaining 5% of Council’s 
depreciable asset base comprising Foreshores and some Other Structures are currently being revised. In this regard, it 
is noted that an Operating Performance Ratio/budget surplus of at least 2% per year would allow the requirements of 
these Plans to be fully funded once available. 

	� Asset Renewals Ratio – The ratio averages 96% over the life of the Plan and is slightly below the benchmark of 100% 
for the same reason as noted in the commentary for the Asset Maintenance Ratio,

	� Infrastructure Backlog Ratio – The ratio averages 0.74% over the life of the Plan and is better than the maximum 
benchmark of 2% set by the Office of Local Government in all years forecast as the Plan includes funding to maintain 
condition the condition of Council’s assets.  

In conclusion, the results in this version of the Plan indicate that Council’s forecast operating capacity is unsatisfactory. 
Further action including the proposal of a Special Rate Variation is recommended to improve future financial capacity as 
discussed further on page 40 of this report.

Indicator Benchmark 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033

Operating 
Performance 
Ratio

>2% (>0% OLG) 1.99% 1.00% -0.67% -1.41% -2.59% -3.52% -2.84% -3.45% -4.02% -4.69%

Own Source 
Operating 
Revenue Ratio

>60% 86.17% 86.23% 86.20% 67.50% 86.33% 86.39% 86.45% 86.51% 86.55% 86.64%

Unrestricted 
Current Ratio

>1.5 6.75 5.43 5.39 5.26 5.22 4.73 4.39 4.35 4.29 4.19

Debt Service 
Cover Ratio

>2 36.96 36.93 35.40 36.35 63.91 1032.68 571.42 569.71 1139.77 1124.50

Asset 
Maintenance 
Ratio

>100% 96.77% 96.57% 96.92% 97.08% 97.39% 97.33% 96.92% 96.88% 96.83% 96.77%

Asset 
Renewals 
Ratio

>100% 91.97% 93.49% 95.02% 94.92% 96.46% 96.87% 97.07% 97.73% 98.46% 99.17%

Infrastructure 
Backlog Ratio

<2% 0.73% 0.73% 0.73% 0.73% 0.74% 0.74% 0.74% 0.74% 0.75% 0.75%

Hornsby Shire Council38



Hornsby Shire Council39 Long Term Financial Plan 39



10. Special 
Rate Variation 
(SRV) 
The previous version of the LTFP that was adopted by 
Council in July 2022 concluded that forecast financial 
capacity was below acceptable levels as are the 
forecasts in this Plan and action is required to ensure 
that recurrent services, including allocating appropriate 
budgets for asset maintenance and renewal could be 
provided in a sustainable manner into the future. 
Accordingly, it included a range of recommendations of 
which the first was to consider a special rate variation to 
rebalance Council’s finances within acceptable levels 
over the long term. A special rate variation was 
recommended in the first instance because of the 
quantum of funds required to provide balanced budgets. 

As demonstrated by the base case model in this version 
of the LTFP, Council’s long term financial projects remain 
unsustainable after allocating the required level of 
funding to provide for the normal continuance of 
services, to provide for the requirements identified in 
Council’s Asset Management Strategy and to provide a 
recurrent budget for Hornsby Park once construction is 
complete. It should be noted that a range of community 
surveys has conveyed important considerations which 
have not been factored into the normal continuance of 
service – base case results presented earlier. It would 
be appropriate that any Special Rate Variation includes 
these considerations identified by the community.

As was concluded in the previous version of the LTFP, 
an SRV is necessary because of the quantum of funds 
required to fund all of the items identified which are of 
significant magnitude compared to Council’s other 
revenue streams. Income from rates typically makes up 
more than 80% of Council’s own source of revenue 
each year and therefore is the only revenue stream with 
the capacity to be increased to provide the level of 
funding required. 

To ascertain the extent of the special rate variation 
required, modelling has been undertaken with 
consideration of each of the matters identified above, as 
well as the need to maintain an Operating Performance 
Ratio of at least 2% each year, which is necessary to 
protect against unexpected budget shocks (refer page 
12 for details).
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The modelling undertaken shows that to meet each of these requirements identified above plus a range of strategic 
initiatives desired by the community which are outlined in this Plan would require a total rate increase of 28% (31.05% 
cumulative increase) over 4 years inclusive of the estimated annual rate peg of 12.9% that is anticipated to be levied 
regardless of any approved Special Rate Variation.  

Accordingly, the financial forecasts have been recalculated allowing for a 28% total rate increase (31.05% cumulative) 
and presented on page 44. This revised financial version includes each of the items discussed previously:

	� The normal continuance of services into the future (page 13)

	� The asset management funding gap of $4.1 million per year (page 28)

	� Recurrent funding for Hornsby Park of up to $3.1 million per year (page 28)

	� Strategic initiatives totalling $67.26 million over ten years (page 43)

	� Sufficient capacity to achieve at least a 2% Operating Performance Ratio each year (page 12)

	� A total rate increase of 28% (31.05% cumulative) over the first four years of the Plan (page 40)

Workshops have been held with Councillors to discuss the need for an SRV to ensure Council’s finances are rebalanced 
within acceptable levels into the future. Following these workshops Councillors have indicated support to prepare a 
proposal for an SRV to ensure Council is financially sustainable and to engage with the community about the need for 
this approach. Council has also sought to understand the opportunities to deliver on community priorities that cannot be 
delivered within existing resources. 

2024 2025 2026 2027 TOTAL Cumulative 
Impact

Total Rate Increase Required 8.5% 7.5% 6.5% 5.5% 28% 31.05%

Estimated rate peg included in total 
increase

3.9% 3.5% 3.0% 2.5% 12.9%

Total increase less rate peg (Special 
Increase)

4.6% 4.0% 3.5% 3.0% 15.1%
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11. Strategic 
Initiatives
Adopted Documents
In addition to maintaining financial stability and ensuring 
ongoing funding for the maintenance of current assets 
and services, a Special Rate Variation will allow us to 
deliver what the community have said is important to 
them in order to maintain their quality of life, including:

	� Building a resilient community that is well prepared 
for future shocks including climate change and bush 
fires, and is socially connected

	� Planning for the future, including a masterplan to 
revive Pennant Hills Town Centre

	� Upgrading your community infrastructure, including 
public toilets, community centres, sportsgrounds and 
stormwater systems

	� Delivering a connected network of footpaths, 
cycleways and trails with improved accessibility

	� Managing our assets to better protect our bushland 
and improve open spaces

	� Improving our technology to provide better customer 
service, including enhanced cyber security 

Over recent years Council has undertaken a series of 
technical and evidence-based strategies to formulate 
initiatives required to deliver services to the community 
for each of Council’s unique disciplines. Thirty-six 
different strategies and technical documents have been 
adopted by Council. A range of community surveys have 
also been undertaken supporting these strategies as 
desired by our residents. These strategic initiatives 
require $67.26 million over ten years to deliver; $18.4 
million of this is operating expenditure and $48.9 million 
is capital expenditure. A summary of the program of 
initiatives and their associated costs is provided below:

	� Sustainable and resilient community initiatives 
$6,035,096

	� Planning for our future initiatives $1,000,000

	� Upgrading community infrastructure $30,807,000

	� Connected cycling and walking paths $17,982,370

	� Protecting bushland and improving open space 
$10,283,419

	� Improving our technology $1,150,000

Due to deficits being forecast in eight out of ten years in 
the base LTFP included in this report (page 31), there is 
insufficient financial capacity to fund the unfunded 
initiatives identified unless additional income is 
generated, such as through a Special Rate Variation.
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12. Results 
–Normal 
Continuance  
of Service, 
Asset 
Management 
Requirements, 
Hornsby Park, 
Strategic 
Initiatives & 
Special Rate 
Variation
This version of the LTFP includes each of the items 
detailed on the previous page, including a total rate 
increase of 28% (31.05% cumulative) over the first four 
years of the Plan.
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Local Government Performance Indicators

Indicator Benchmark 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033

Operating 
Performance 
Ratio

>2% (>0% OLG) 3.12% 4.05% 4.17% 4.96% 3.99% 3.13% 3.77% 3.34% 2.80% 2.21%

Own Source 
Operating 
Revenue Ratio

>60% 86.46% 86.77% 86.98% 69.31% 87.29% 87.35% 87.40% 87.46% 87.50% 87.59%

Unrestricted 
Current Ratio

>1.5 6.50 5.30 5.36 5.47 5.58 5.16 4.98 5.24 5.29 5.32

Debt Service 
Cover Ratio

>2 39.64 44.52 48.03 54.20 98.46 1630.70 877.80 889.85 1795.38 1800.42

Asset 
Maintenance 
Ratio

>100% 96.77% 96.57% 96.92% 97.08% 97.39% 97.33% 96.92% 96.88% 96.83% 96.77%

Asset 
Renewals 
Ratio

>100% 101.25% 103.99% 103.74% 105.39% 105.45% 105.95% 106.54% 107.11%

Infrastructure 
Backlog Ratio

<2% 0.57% 0.54% 0.54% 0.54% 0.55% 0.55% 0.55% 0.55% 0.55% 0.55%
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13. 
Commentary 
on Results 
- Normal 
Continuance  
of Service, 
Asset 
Management 
Requirements, 
Strategic 
Initiatives & 
Special Rate 
Variation

This version of the LTFP includes a total increase in 
rating income of 28% (31.05% cumulative) over the first 
four years of the plan, inclusive of the estimated annual 
rate peg each year. After accounting for the additional 
forecast income generated from rates the income 
Statement result over the 10-year period predicts a 
surplus in all years forecast and there is an average 
surplus of $6.584 million per year. A significant portion of 
this Income Statement surplus will go towards funding 
capital works. Concurrently, the Operating Performance 
Ratio forecast averages 3.55% over the life of the Plan 
which is above the benchmark set by the Office of Local 
Government of 0% and above the benchmark set by 
Council of 2% that is required to protect the annual 
budget against unexpected budget shocks that typically 
occur throughout the year. 

The Balance Sheet results over the 10-year period 
maintain equity, liabilities and non-current assets within 
acceptable levels and each of the ratios that are based 
on the primary financial statements are above acceptable 
benchmarks over the life of the Plan including the 
Operating Performance Ratio, the Own Source Operating 
Revenue Ratio, the Unrestricted Current Ratio and the 
Debt Service Cover Ratio. 

Infrastructure asset ratios are regarded as acceptable 
over the life of the Plan despite the Asset Maintenance 
Ratio falling slightly below the benchmark of 100%, 
which is because Asset Management Plans for 5% of 
Council’s depreciable asset base comprising Foreshores 
and some Other Structures are currently being revised 
and accurate forecast requirements are not yet known. 
However, there is sufficient financial capacity within this 
version of the LTFP to fund the requirements of the 
revised Asset Management Plans when available, as 
evidenced from the average Operating Performance 
Ratio of 3.55%. The asset renewals ratio is above the 
benchmark of 100% in this version of the Plan as a 
number of the strategic initiatives identified on page 41 
are for the renewal of assets.

The results from this version of the LTFP provide 
evidence that the Special Rate Variation of 28% (31.05% 
cumulative) over four years noted on page 40 is sufficient 
to rebalance Council’s project finances over the life of the 
Plan within acceptable levels.    

Most importantly these financial results address the key 
financial objectives identified at the beginning of this 
Plan, meet the desired levels of community service, 
provide for the ongoing maintenance and renewal of a 
completed Hornsby Park and provide sufficient operating 
capacity to respond to financial challenges when  
they arise. 
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14. Financial 
Risks
There are several significant challenges that may place 
pressure on Council’s Annual Budget over the period of 
the Plan.

	� Major Projects – Council’s capital works program is as 
high as $92 million per year, which is more than the 
income forecast to be generated from rates. While 
the majority of these projects are funded from 
external sources such as grants and development 
contributions, there is an unavoidable level of financial 
risk from capital budgets of this size given the nature 
of complex infrastructure projects and large 
construction costs relative to the size of Council’s 
overall budget. Should costs escalate above the level 
of external funds available, Council general funds 
would be required to complete works, which could 
place significant pressure on the Annual Budget in 
any given year. Recent examples of capital cost 
escalations include sizeable additional allocations 
provided to the Wisemans Ferry Boat Ramp project 
and Galston Aquatic Centre Remediation projects.  
In this regard it is noted that rising construction costs 
and supply shortages following economic recovery 
from the COVID-19 pandemic continue to place 
pressure on Council’s construction budgets. 

	� Investment income returns – Investment returns over 
the life of the Plan have been calculated between 
2.45% and 3.12% per year, which are reflective of 
current increases in the base rate set by the Reserve 
Bank of Australia. If the base rate is not maintained at 
this level less investment income will be generated 
than forecast which will reduce the Income 
Statement result. Conversely, should the base rate 
increase at a greater rate Council would benefit from 
having more investment income to allocate to 
expenditure over the life of the Plan.

	� The Hornsby Shire Local Government Area has been 
impacted by multiple severe weather events that 
were declared Natural Disasters by the NSW 
Government between 2018 and 2022. Each of these 
events typically costs Council several hundred 
thousand dollars in clean-up costs that are not always 
able to be recouped from the NSW Government. 
Furthermore, flooding caused significant damage at 
Wisemans Ferry that added $3.57 million in flood 
related clean up to the cost of Council’s project to 
construct a new boat ramp and associated 
infrastructure. Costs to rectify damaged roads from 
the February 2022 and July 2022 floods are also 
estimated at $2.5 million.

	� Workplace of the Future – Since the discovery of 
asbestos in Council’s old Administration Centre based 
in Hornsby, Council staff have predominantly worked 
from a temporary office location in Thornleigh. While 
the cost of leasing this premises is included within 
the LTFP for the next 5 years there is a long term 
need for Council to resolve office accommodation 
needs that will require funding beyond this point. In 
this regard it is noted that the former office site in 
Hornsby would require capital investment to be 
re-fitted as an office. Unexpected remediation works 
at the old Administration Centre have adversely 
impacted Council’s budget by $1.53 million. 

	� State Government Costs – There are some costs over 
which Council has no control such as levies charged 
by the NSW Government. Over recent years the 
Emergency Services Levy payable to the State has 
increased by more than $1 million and in the order of 
40%, which is above the level of estimated increases 
in previous Plans that forecast the annual increase in 
the levy to track in line with CPI. There is a risk of 
future cost increases of this nature over which 
Council has no control. 
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15. Sensitivity Analysis –  
Employee Costs and CPI  
Forecast
This sensitivity analysis has included two matters that could adversely affect Council if the planning assumptions 
underpinning the LTFP are not realised.

1.	 Employee Costs

As a method of cost containment, a two-week productivity measure has been applied to budgets provided for salaries 
and wages, which are based on a 50-week instead of a 52-week year on the assumption that there will be vacancies 
from time to time across the organisation. The result is a funding gap of 4% between available budgets and the level of 
expenditure required to employ each of Council’s approved positions for a full year. 

The starting point for this Plan is Council’s adopted 2022/23 Annual Budget, which was prepared on the basis of a 
50-week year for salaries and wages. Therefore, all future years in the 10-year Plan also include the 2 week productivity 
measure. The Plan has also been prepared on the assumption that a long-standing freeze on Council’s Full Time 
Establishment headcount will remain with the creation of no new positions forecast over the next 10 years. This is 
despite the Plan also including funding for annual budgets to close the Asset Management funding gap (page 28) and 
funding of $67.26 million in strategic initiatives (page 43) to meet the needs of the community. The delivery of each of 
these initiatives will require additional operating capacity and it is expected that a move towards full headcount will occur 
that could cause the forecasted budget for employee costs to be insufficient. To estimate the impact on Council’s 
financial capacity from a 0% vacancy rate a sensitivity analysis has been undertaken based on providing salary and wage 
budgets for a 52-week year.

Additional Expenditure – 52-Week Year

On average, additional annual expenditure of $2,319,186 is required inclusive of forecasted increases to the wage price 
index (refer page 19) over the life of the Plan.

1.	 CPI Forecast

CPI is the driver for the majority of Council’s operating expenditure, including Materials and Contracts and Other 
Expenses within the Plan. CPI has also been used as a driver for User Charges and Fees and Other Revenue in the LTFP, 
although these income streams are small compared to the level of expenditure incurred through Materials and Contracts 
and Other Expenses each year. 

CPI has been forecast to trend in line with the rate peg over much of the life of the Plan from 2027 onwards, which 
creates a risk for Council should costs rise to a greater extent than the rate peg each year, which would reduce operating 
capacity compared to the levels forecast. Therefore, the LTFP has been updated to assess the impact of 0.5% increase 
in CPI above the level assumed in the Plan from 2027:
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2027 2028 2029 2030 2031 2032 2033 2031 2032 2033

CPI used 
in LTFP

2.4% 2.4% 2.4% 2.4% 2.4% 2.5% 2.5% 2.4% 2.5% 2.5%

CPI + 
0.5%

2.9% 2.9% 2.9% 2.9% 2.9% 3.0% 3.0% 2.4% 2.5% 2.5%

2024 2025 2026 2027 2028 2029 2030 2031 2032 2033

Additional 
expenditure 
(52-week 
year)

$1,995,574 $2,065,419 $2,129,447 $2,199,719 $2,272,310 $2,347,296 $2,424,757 $2,504,773 $2,584,926 $2,667,644 
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Results

Results including additional expenditure for salaries and wages and CPI above the level forecast are below.

Net Operating Surplus before Capital Items & Asset Sales

Operating Performance Ratio

In this scenario, the average Income Statement surplus would reduce from $6.585 million to $4.255 million with a 
corresponding decrease in the Operating Performance Ratio from an average of 3.55% to 2.28%, which is at the lower 
end of the acceptable range aimed for by Council of a minimum 2%, which is the historic level required to fund 
unexpected budget shocks that can occur throughout the year to ensure a balanced budget at the end of each financial 
year. In this regard, it is noted that 4 out of 10 years forecast indicate an Operating Performance Ratio of below 2%, 
which could lead to budget deficits in these years. The level of financial capacity in the last two years is below acceptable 
levels and the sensitivity indicates an emerging trend of declining financial capacity at the end of the Plan that would be 
likely to continue into 2034 and 2035 if unaddressed, with results falling below acceptable levels in these years. 

 

2024 2025 2026 2027 2028 2029 2030 2031 2032 2033

Base LTFP 
(including 
Strategic 
Initiatives) 

$5,009,923 $6,779,063 $7,256,728 $8,958,413 $7,401,622 $5,979,495 $7,345,522 $6,670,614 $5,757,850 $4,686,197

Base LTFP + 
Additional 
salaries & 
CPI

$3,014,349 $4,713,644 $5,127,281 $6,757,753 $5,127,380 $3,624,383 $4,906,754 $4,145,312 $3,145,522 $1,983,916

2024 2025 2026 2027 2028 2029 2030 2031 2032 2033

Base LTFP 
(including 
Strategic 
Initiatives) 

3.12% 4.05% 4.17% 4.96% 3.99% 3.13% 3.77% 3.34% 2.80% 2.21%

Base LTFP + 
Additional 
salaries & 
CPI

1.85% 2.80% 2.93% 3.72% 2.73% 1.86% 2.48% 2.03% 1.48% 0.88%
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16. Action 
to Improve 
Future 
Direction
Current operating capacity is insufficient to fund each of 
the items desired by the community that are discussed 
throughout this report, notably:

	� The normal continuance of services into the future 
(page 13)

	� The asset management funding gap of $4.1 million 
per year (page 28)

	� Recurrent funding for Hornsby Park of up to $3.1 
million per year (page 28)

	� Strategic initiatives totalling $67.26 million over ten 
years (page 43)

	� Sufficient capacity to achieve at least a 2% Operating 
Performance Ratio each year (page 12).

The previous version of the LTFP that was adopted by 
Council in July 2022 included a recommendation for 
Council to consider a Special Rate Variation to rebalance 
forecast future financial capacity within acceptable 
levels. Modelling undertaken in this version of the LTFP 
has indicated that a special rate variation of 28% 
(31.05% cumulative) over four years inclusive of the rate 
peg is necessary to fund each of the items listed above. 
Therefore, actions to improve future direction are as 
follows:

	� Apply to IPART for a total special rate variation of 
28% (31.05% cumulative) over the first four years of 
the LTFP inclusive of the rate peg each year, as 
detailed on page 40.

	� Review other income streams such as fees and 
charges to ensure appropriate price setting and 
assess whether price increases could be used to 
generate additional income.

	� Maintain cost increases to modest levels in regard to 
non-labour related expenses each year excluding the 
additional allowances that have been made in this 
Plan including annual allocations for asset 
management and strategic initiatives. 

	� No new loan borrowing to be undertaken unless 
financial capacity above a 2% budget surplus/
operating performance ratio is available each year in 
the Plan. 

	� No new positions to be created as appropriate unless 
offset by an equivalent position elsewhere, or grant 
funded or income generating positions.

	� Continuance of financial improvement initiatives (the 
development of business improvement plans).

	� Consider whether there is a case to rationalise 
underutilised assets to reduce ongoing cost 
requirements and/or provide one off capital funding 
from sale proceeds towards other capital investment 
decisions.

If the above actions are unaddressed, notably the 
recommendation for Council to apply to IPART for a 
28% Special Rate Variation (31.05% cumulative), Council 
will be limited in a number of ways as a result of 
insufficient financial capacity:

1.	 Normal Operations

There is insufficient capacity within the LTFP to fund the 
continuance of normal operations into the future. 
Additional funding must be identified to fund forecast 
deficits or services may need to be reduced to ensure a 
balanced budget each year. Without action budget 
reductions will be required that will reduce levels of 
service such as through the closure of facilities or 
reduction in hours of operation. 

2.	Asset Management

There is insufficient capacity within the LTFP to fund the 
requirements identified in Council’s Asset Management 
plans to maintain assets in a satisfactory condition. As a 
result, the condition of Council’s assets is expected to 
decline, and the level of infrastructure backlog will 
increase unless funding is identified. 

3.	Major Capital Projects 

There is insufficient capacity to fund the recurrent cost 
of operating major new capital projects once 
construction is complete. This includes Hornsby Park 
and Westleigh Park, noting that the capital constriction 
of these projects is funded from external sources such 
the NSW Stronger Communities Fund and Development 
Contributions. If funding is not provided future versions 
of this Plan are likely to recommend that projects are 
paused until a funding source can be identified. 

4.	Strategic Initiatives 

Without an increase in Council’s financial capacity no 
funding is available to fund key strategic initiatives as 
detailed on page 43. 
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Hornsby Shire Council 
ABN 20 706 996 972

Contact us 
PO Box 37 
Hornsby NSW 1630 
Phone: (02) 9847 6666 
Fax: (02) 9847 6999 
Email: hsc@hornsby.nsw.gov.au 
hornsby.nsw.gov.au

Visit us 
Hornsby Shire Council Administration Centre 
296 Peats Ferry Road, Hornsby NSW 2077

Office hours: Please check the website for the latest 
opening hours for the Customer Service Centre and  
Duty Officer.

Disclaimer 
Every effort has been made to provide accurate and 
complete information. However, the authors assume  
no responsibility for any direct, indirect, incidental, or 
consequential damages arising from the use of information 
in this document.

Copyright Notice 
No part of this publication may be reproduced in any form, 
or stored in a database or retrieval system, or transmitted  
or distributed in any form by any means, electronic, 
mechanical photocopying, recording, or otherwise without 
written permission from Hornsby Shire Council.  
All rights reserved.

Copyright © 2022, Hornsby Shire Council
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