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Commitment 1 – Lifestage wellbeing of our community  
• Equitable access to services and facilities 
• Improving quality of life by responsive to need 
• A strong local economy 
Strategic objective 1.1:  People in Bayside will en joy a high quality of life and wellbeing  

Strategies Indicators 
1.1.1 We will develop and maintain strong relationships in planning 

and delivering services and facilities for the health and 
wellbeing of the community including volunteerism 

� Number of formal partnerships in place with organisations, funding 
bodies and interest groups 

� Community satisfaction with Council’s involvement in health and 
community services 

� Bayside’s Municipal Health and Wellbeing Plan provides an 
agreed framework for lifestage and wellbeing planning in the 
municipality 

1.1.2 We will provide accessible and high quality services meeting 
the identified needs of people in their local community 

� Plans for every age and stage are evidence-based in accordance 
with changing needs and population projections 

� Bayside residents have access to a comprehensive range of 
accessible, high quality services, which meet their diverse needs 

� Community satisfaction rating for overall performance in regard to 
health and human services 

1.1.3 We will promote business and tourism opportunities within 
Bayside 

� Community satisfaction rating for overall performance in regard to 
economic development  

� The level of business participation in the Bayside Business 
Network 

� Bayside Economic Development Strategy completed and adopted 
by Council 

� Community satisfaction with the services provided in, and amenity 
of, Bayside’s activity centres 
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Commitment 2 – Advocacy for and with our community  
• Effective representation of our people to state and federal governments, other adjoining municipalities, agencies and private 

organisations, peak bodies and the media 
Strategic objective 2.1:  We will be an effective a dvocate on behalf of, and with, the Bayside communi ty  

Strategies Indicators 
2.1.1 We will lobby federal and state Governments for extra resources 

and changes to legislation that will benefit our community and 
organisation 

 

� Extent to which Bayside City Council’s grant funding from the 
federal and state governments’ increases 

� Changes to government policy and legislation reflect Council’s 
position 

� Community satisfaction rating for Council’s advocacy and 
community representation on key local issues 

2.1.2 We will work to limit cost-shifting to Council from the federal and 
state governments 

� Number of occasions Council resolves to oppose cost-shifting 

� Extent to which Council is successful in avoiding cost-shifting 

2.1.3 We will achieve approval of our Bayside City Council planning 
scheme amendments 

� Number of occasions Council advocates on a planning scheme 
matter  

� Extent to which our planning scheme amendments are approved 

2.1.4 Through effective partnerships, Council will advocate to achieve 
positive environmental outcomes 

� Level of Council’s participation in environmentally focused bodies 
and alliances  

 



 

Final draft  3 27 April 2010 

 

Commitment 3 – Managing our built environment  
• Maintaining neighbourhood character 
• Encouraging environmental sustainability in design practices 
• Creating a sense of community in our villages and activity centres 
• Providing housing that will meet the changing needs of the community 
• Creating and maintaining suitable infrastructure 
Strategic objective 3.1:  Buildings and infrastruct ure will be respectful of Bayside’s character and e nvironment and 
relevant to community needs, in creating a vibrant and liveable city  

Strategies Indicators 
3.1.1 Built environment controls will encompass environmental 

sustainability, site responsive design and community needs 
� Number of Planning Scheme amendments adopted reflecting 

Council’s standards additional to those of the Victorian Planning 
Provisions 

� Gazettal of revised Municipal Strategic Statement as an 
amendment to the Bayside Planning Scheme 

� Community satisfaction of overall performance in regard to 
enforcement of local laws 

3.1.2 We will engage with the community (developers, residents, 
consultants) on Council’s expectations regarding controls over 
the built environment quality  

� Level of community awareness of Council’s objectives for the built 
environment 

� Level of compliance with Council’s Planning Enforcement 
Framework 

� Community satisfaction rating for overall performance in regard to 
town planning policy and approvals 

3.1.3 Our villages and activity centres will provide an attractive focus 
for their local communities 

� Level of local community acceptance of activity centre masterplans 

� Extent to which activity centre masterplans are implemented  

3.1.4 Housing will meet the diverse and changing community needs 
over time and be located to support sustainable living 

� Housing Strategy completed and adopted by Council 



 

Final draft  4 27 April 2010 

 
Strategic objective 3.1:  Buildings and infrastruct ure will be respectful of Bayside’s character and e nvironment and 
relevant to community needs, in creating a vibrant and liveable city  

Strategies Indicators 
3.1.5 We will provide sustainable infrastructure that is fit for purpose 

and provides high levels of community benefit 
 

� Size of the Infrastructure Renewal Gap as measured by the 
sustainability index 

� Developer Contribution Plan accepted and gazetted as a planning 
scheme amendment 

� Community satisfaction of overall performance in regard to local 
roads and footpaths 

� Community satisfaction of overall performance in regard to traffic 
management and parking facilities 

� Compliance with service intervention levels defined in asset 
management plans 

3.1.6 We will promote increased transport options for people to move 
around Bayside with particular consideration to improved 
safety, health and energy efficiency  

� Increase in the quality and quantity of non car based travel 
opportunities within Bayside. 
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Commitment 4 – Natural environment, open space and b iodiversity  
• Equity in access to open space and the foreshore  
• Reducing our ecological footprint  
• Preservation of our built and natural heritage 
Strategic objective 4.1:  We will improve the quali ty of our natural environment and open spaces and m eet the challenges 
of climate change  

Strategies Indicators 
4.1.1 We will conserve Bayside’s natural environment � Implementation of Bushland Strategy 

� Extent of native vegetation cover in vegetation protection overlay 

� Extent of diversity of flora and fauna 

4.1.2 We will increase the extent of tree canopy of the municipality 
including the planting of more trees on public land 

� Level of tree canopy 

� Number of trees planted 

4.1.3 We will provide accessible open space that meets the identified 
needs of the Bayside community 

� Open space Strategy is based on evidence of current and future 
needs 

� Community satisfaction of overall performance in regard to 
recreation facilities 

� Community satisfaction of overall performance in regard to 
appearance of public areas 
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Strategic objective 4.2:  We will reduce Council’s reliance on non-renewable energy resources  

Strategies Indicators 
4.2.1 We will achieve carbon neutrality for Council’s operations by 

2020 
� Level of CO2 reduction (2011-2012 target = 5 per cent reduction)  

4.2.2 We will reduce Council’s reliance on potable water � Level of potable water utilised by Council’s operations 

� Level of stormwater (stormwater interception) recycled 

� Level of recycled water utilised by Council’s operations  

4.2.3 We will educate and engage our community in environmental 
sustainability 

� Number of environmental sustainability education programs 
completed 

� Number of people engaged in environmental sustainability 
education programs 

� Extent of Bayside community’s ecological footprint 

� Fifty per cent of waste recycled 

� Community satisfaction rating for overall performance in regard to 
waste management 

4.2.4 Through effective partnerships, Council will advocate to 
achieve positive environmental outcomes  

� Level of Council’s participation in environmentally focused bodies 
and alliances 
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Commitment 5 – Community engagement and having real conversations  
• Improving our communication with the community and major stakeholders 
• Seeking alternative methods of communication 
Strategic objective 5.1:  We will effectively engag e with our community  

Strategies Indicators 
5.1.1 We will increase transparency and knowledge about 

opportunities for community participation 
� Level of community satisfaction with Council’s information provision 

5.1.2 We will provide a range of opportunities for the community to 
actively engage in Council’s decision-making activities 

� Community satisfaction rating for Council’s engagement in decision 
making on key local issues 

� Level of utilisation of effective communication tools and techniques 

� Council’s media ratings demonstrate a net positive image 

� Extent of community participation in the development of the 
Community Plan 

5.1.3 We will ensure our approaches to community engagement are 
appropriate, ongoing, open and collaborative and  all key 
consultation and engagement activities will recognise and 
respect the diversity of our community including culture, 
gender, age and ability 

 
 

� Councillors and staff demonstrate competency in appropriate 
community engagement strategies and techniques  

� Level of projects that meet the community engagement criteria (to 
be developed) 

� Report annually on how the development of Council’s key 
strategies has been successful in engaging our diverse 
communities, as appropriate 
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Commitment 6 – Stewardship, governance and leadership  
• Maintaining the financial sustainability of Bayside City Council as an organisation 
• Providing the highest standards of professional conduct 
Strategic objective 6.1:  We will improve the condi tion of the municipality’s assets and resources, an d the capability of 
our organisation  

Strategies Indicators 
6.1.1 Economic, social and environmental impacts will inform all 

Council decisions 
� Level of compliance of projects with the environmental, economic, 

social and technological assessment framework 

6.1.2 Our long-term financial strategy will provide a transparent 
validation of Council’s intentions to continue to achieve 
financial sustainability in the medium to long term 

� Compliance with Victorian Auditor General’s Office measures: 

o Underlying result 
o Liquidity 
o Indebtedness 
o Self-financing 
o Investment gap 

6.1.3 We will achieve sound risk management � Jardine Municipal Accident Protection Plan and Civic Mutual Plus 
insurance audit results are within the top quartile 

6.1.4 We will meet the current and future requirements relating to 
organisation structure, capability, succession and talent 
management 

� Existence of an Organisation Business Plan that sets goals and 
monitors and reviews organisational capacity 

� Community satisfaction rating for Council’s interaction and 
responsiveness in dealing with the public 

� Community satisfaction rating for overall performance in key 
service areas and responsibilities 
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Strategic objective 6.2:  We will provide open, tra nsparent and accountable governance with the highes t standards of 
integrity  

Strategies Indicators 
6.2.1 Council will regularly review and reflect on its decisions and 

performance 
� Community satisfaction rating of overall performance generally of 

Council 

� Level of completion of Annual Action Plan targets 

� Level of completion of Council’s annual internal audit program 

� Councillors meet at least four times per year to undertake a self-
assessment against the Code of Conduct 

6.2.2 Council decisions and initiatives will be based on clear and 
transparent evidence, informed by economic, environmental 
and social considerations 

� All Council strategies, plans and policies are assessed against 
economic, environmental and social sustainability considerations 

� Extent to which Council’s decisions are made in public 
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Strategic Resource Plan 2010 – 2014 
 
The Strategic Resource Plan outlines the resources required to achieve the objectives detailed in 
the Council Plan over the next four years. 
 
The Council Plan is a key strategic document which outlines at a high level what Council intends to 
achieve over the next four years. The resources required to achieve this plan are detailed in the 
Strategic Resource Plan. 

 
Our staff 
 
Bayside City Council recognises that staff are our most important resource.  A number of 
programs, policies and procedures are in place to ensure that our people are managed in the best 
way possible to ensure our objectives are achieved and we deliver the best outcome for the 
Bayside community. 
 
A number of our commitments for the coming financial year will support our ongoing development 
as an Employer of Choice. These include: 
 
• Negotiations for a new Enterprise Agreement that commenced in May 2010 will be finalised in 

the early part of 2010/11 year. The Agreement will deliver competitive employment conditions 
for staff balanced with sustainable outcomes for the organisation. 

 
• A staff opinion survey is planned for later in the 2010/11 year. Staff will have the opportunity to 

provide feedback on their employment at Bayside. Council is committed to listening to staff 
and improving their working lives as we see clear links between staff satisfaction, 
organisational performance and delivering quality services to our customers. 

 
• Training and development will continue to be an important focus of our human resource 

practices. A particular focus is Leadership development as we strive to develop leaders across 
the organisation.  

 
At 30 June 2010, Council will have 367.23 effective full time (EFT) staff.  This figure is expected to 
increase to 378.02 in the 2010/11 year. 
 
Council is not expecting significant increases in staff EFT during the life of this Council Plan. The 
increase in 2010/11 includes plans to bring Council’s Delivered Meal Service to elderly and 
vulnerable clients in-house using Council employed staff rather than contractors, additional Home 
and Community Care service delivery, that is fully funded by grant subsidy revenue, and staffing 
proposed for Council’s Arts and Cultural Facilities Program. 
 
Any increases in staff EFT will be commensurate with service expectations placed on the local 
government sector and Council's Long Term Financial Plan 2010/11 – 2020/21.   
 

Employee costs are expected to increase at modest rates. It is anticipated that recurrent employee 
costs in 2010/2011 will increase by 6% including Council’s anticipated commitment to a salary 
increase contained in the new Bayside Enterprise Agreement, and increased staff numbers as 
outlined above. 
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Infrastructure and Assets 
 
Through the Council Plan and annual business planning process, Council demonstrates its 
commitment to managing infrastructure across all asset classes. 
 
The continued development of our asset management systems will ensure that capital renewal and 
maintenance expenditure will maximise the service life of Council’s many assets.  
 
The forecast depreciated value of Council’s infrastructure assets as of 30 June 20010 included: 
 
Roads     $139.7 million 
 
Drains     $42.5 million 
 
Buildings    $137.8 million 
 
Land improvements   $27.4 million (including parks and sportsgrounds) 
 
Council currently develops its capital works program on the basis of the following criteria: 
 
• Annual refurbishment and maintenance 

Maintenance programs for roads, drains, footpaths, kerb and channel, information services 
and community buildings are based on the depreciation and assessed condition of the assets 
assessment or under the requirements of the relevant accounting standard. 

 
• Committed requirement 

Council has adopted numerous strategies and programs for implementation of capital 
improvements through master plans, management plans, streetscape improvement plans and 
public toilet upgrades. 

 
• Other projects 

Provision is made in the budget for other works including major new capital projects. 
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Non-financial indicators 
 
Commitment Indicator Target 2010/11 

1. Lifestage 
wellbeing of our 
people 

- Community satisfaction with health and 
human services * 

 
- Implement a Council managed model of 

delivered meals that meets the needs of 
vulnerable aged residents and those with 
disabilities who are nutritionally at risk, 
through the establishment of a meal 
distribution facility 

 
 
 

Council facility ready to 
commence operation by 

November 2010 
 

100% by end December 
2010 (complete) 

2. Advocacy for and 
with our 
community 

- Community satisfaction rating for Council’s 
advocacy and community representation on 
key local issues * 

 
- Prepare in conjunction with Vic Roads and 

key stakeholders a Corridor Strategy for 
Beach Road which considers the No Stopping 
Trial, access, safety and amenity of all Beach 
Road users 

 
 
 
 

Completion by March 
2011 

3. Managing our 
built environment 

- Community satisfaction with town planning 
policy and approvals * 

 
- Community satisfaction with local roads and 

footpaths * 
 
- Community satisfaction with traffic 

management and parking facilities * 
 
- Review the Bayside Planning Scheme and re-

write the Local Planning Policy Framework 
(LPPF) 

 
 
 
 
 
 
 
 
 

Completed for consultation 
by October 2010 

4. Natural 
environment, 
open space and 
biodiversity 

- Community satisfaction with appearance of 
public areas * 

 
- Community satisfaction with waste 

management * 
 
- Develop a Bayside Open Space Strategy to 

identify needs for leisure, sports and 
conservation of natural areas. 

 
 
 
 
 
 

Completion of Open 
Space Strategy by 

December 2010 to meet 
identified needs for 
leisure, sports and 

conservation of natural 
resources 

5. Community 
engagement and 
having real 
conversations 

- Community satisfaction rating for Council’s 
engagement in decision making on key local 
issues * 

 
- Develop and implement community 

engagement plans for all major projects which 
have a high impact as defined in the 
Communications Engagement Framework 

 
 
 
 

All major projects have 
adopted community 

engagement plans by 
December 2010 
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Commitment Indicator Target 2010/11 

6. Stewardship, 
governance and 
leadership 

- Community satisfaction rating for overall 
performance generally of the Council * 

 
- Review Council’s Customer Service Charter 

and performance against it, and our ongoing 
reporting of results 

 
 
 

Review completed and 
reporting by April 2011 

 
 
Notes to the non-financial indicators 
 
1. The non-financial indicators above are taken from the Indicators in Bayside’s Council Plan 

2009 – 2013 and from the Key Activities in the Annual Action Plan 2010 – 2011.   
 
* The source for these indicators and targets is the Department of Planning and Community 
Development (DPCD) Annual Community Satisfaction Survey.  Council aims to maintain a score in 
line with the rolling average of the last three years.  Our 2010/2011 targets will be set in 
accordance with these averages.  The survey results for 2009 are not released until late May 2010; 
therefore targets will be set after these results have been received. 
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Financial indicators 
 
Indicator Target 2010/2011 
 
 
Financial Health 
Underlying result (net surplus / revenue) Greater than zero 
- Sufficient operating income to cover operating expenses 
 
Liquidity (current assets / current liabilities) 1 or greater 
- The ability to pay existing liabilities within the next 12 months 
 
 
Debt Management 
Debt Management - Indebtedness as a percentage of rates and   
Charges Less than 80% 
- This measures the total indebtedness as a percentage of  

rates and charges as loans are secured against the revenue  
stream from rates  

 
Indebtedness (non-current liability / own source revenue) Less than 40% 
- The ability to repay debt from own source revenue being  

revenue not tied to specific projects 
 
Debt servicing costs as a percentage of total revenue Less than 5% 
- The proportion of total revenue required to service Council’s  

debt costs 
 
 
Capital Expenditure 
Self-financing (net operating cash / underlying revenue) Greater than 20% 
- The ability to replace assets using cash generated from  

day-to-day operations 
 
Investment gap (capital spend / depreciation) Greater than 1 
- Risk of insufficient spending on capital renewal 
 
Percentage achievement of capital expenditure Greater than 80% 
- Measures the level of capital project completion 
 
 
Debtor Management 
Percentage of rates and charges outstanding Less than 3% 
- Measures the efficiency for collection of outstanding  

rates and charges 
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Financial Standard Statements 
 
The following four Standard Statements for the Strategic Resource Plan form a special purpose 
financial reporting format prepared to meet the requirements of the Local Government Act 1989. 
 
These Standard Statements together with their explanatory notes each provide information in 
relation to an aspect of Council’s financial management. They should be read in conjunction with 
each other to obtain an overall understanding of Council’s financial position and management. 
 
The Budgeted Standard Income, Balance Sheet, Cash Flow and Capital Works Statements for the 
Strategic Resource Plan are prepared in formats consistent with the Budget and the Financial 
Statements. 
 
This report is a summary of the information found in the Strategic Resource Plan and as such 
cannot be expected to provide as full an understanding as the complete reports from which it is 
derived. The Strategic Resource Plan together with its detailed notes should be examined for 
further detailed information. 
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Budgeted standard income statement for the years en ding 30 June 2011 – 2014 
 

  2010/11 2011/12 2012/13 2013/14 
  $'000's  $'000's  $'000's  $'000's  
Revenue      
Rates and charges  61,773 65,555 69,361 73,376 
Grants and contributions - operating  8,640 8,986 9,345 9,719 
Grants and contributions - capital  1,368 1,416 1,465 1,517 
User charges, fees and fines  15,877 16,178 16,843 16,824 
Interest  1,111 1,258 1,461 1,676 
Total revenue  88,769 93,393 98,475 103,112 
       

Expenses       

Employee benefits  29,741 32,054 33,733 35,925 
Materials and services  17,613 18,730 19,385 20,064 
External contracts  21,407 22,463 23,442 24,295 
Depreciation  11,509 12,331 13,042 12,897 
Finance costs  1,183 1,158 1,133 1,127 
Total expenses  81,453 86,736 90,735 94,308 
       

       

Surplus for the year  7,316 6,657 7,740 8,804 
      

 
The budgeted standard income statement for the Strategic Resource Plan shows what is expected 
to happen during the year in terms of revenue, expenses and other adjustments from all activities.  
 
The budgeted standard income statement is a required format for reports in Council’s year-end 
audited financial statements (Annual Report).  
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Budgeted standard balance sheet as at 30 June 2011 – 2014 
 

  2010/11 2011/12 2012/13 2013/14 
  $'000's  $'000's  $'000's  $'000's  
Current assets      
Cash and cash equivalents  16,615 19,940 23,461 26,965 
Trade and other receivables  2,836 2,923 3,061 3,111 
Inventories  51 54 56 58 
Other assets  620 655 691 724 
Total current assets  20,122 23,572 27,269 30,858 
       

Non-current assets       

Trade and other receivables  106 112 119 125 
Property, plant and equipment, 
infrastructure 

 
1,685,337 1,689,019 1,693,492 1,699,158 

Other assets  200 200 200 200 
Total non-current assets  1,685,643 1,689,331 1,693,811 1,699,483 
       

Total assets  1,705,765 1,712,903 1,721,080 1,730,341 
       

Current liabilities       

Trade and other payables  6,230 6,575 6,835 7,081 
Interest bearing loans and borrowings  1,500 1,500 1,000 2,000 
Provisions  5,508 5,854 6,222 6,610 
Trust funds and deposits  2,581 2,710 2,847 2,988 
Total current liabilities  15,819 16,639 16,904 18,679 
       

Non-current liabilities       

Interest bearing loans and borrowings  15,500 15,000 15,000 13,500 
Provisions  1,135 1,296 1,468 1,650 
Total non-current liabilities  16,635 16,296 16,468 15,150 
       

Total liabilities  32,454 32,935 33,372 33,829 
       

Net assets  1,673,311 1,679,968 1,687,708 1,696,512 
       

Equity       

Accumulated surplus  335,594 342,251 349,991 358,795 
Reserves  1,337,717 1,337,717 1,337,717 1,337,717 
Total equity  1,673,311 1,679,968 1,687,708 1,696,512 

 
The budgeted standard balance sheet for the Strategic Resource Plan shows a snap shot of the 
expected financial situation at the end of each year. It shows the total of what is owned (assets) 
less what is owed (liabilities). The ‘bottom line’ of this statement is net assets, which is the net 
worth of Council. 
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Budgeted standard cash flow statement for the years  ending 30 June 2011 – 2014 
 

  2010/11 2011/12 2012/13 2013/14 
  $'000's  $'000's  $'000's  $'000's  
  Inflows  Inflows  Inflows  Inflows  
  (Outflows)  (Outflows)  (Outflows)  (Outflows)  
      
Cash flows from operating activities      
Receipts      
Receipts from ratepayers  61,714 65,499 69,304 73,316 
Interest received  1,110 1,251 1,450 1,665 
User charges, fees and fines (inclusive of 
GST) 

 
16,883 17,275 17,941 18,007 

Grants and contributions received 
(inclusive of GST) 

 
10,393 10,795 11,219 11,660 

Net GST refund  3,507 3,620 3,844 4,068 
       
Payments       
Payments to employees   (29,257) (31,540) (33,186) (35,347) 
Payments to suppliers (inclusive of GST)  (43,943) (46,032) (48,038) (49,817) 
Net cash provided by operating 
activities 

 
20,407 20,868 22,534 23,552 

       
Cash flows from investing activities       
Payments for property, plant and 
equipment, infrastructure 

 
(16,551) (16,013) (17,515) (18,563) 

Net cash used in investing activities  (16,551) (16,013) (17,515) (18,563) 
       
Cash flows from financing activities       
Finance costs  (1,173) (1,159) (1,134) (1,127) 
Proceeds from interest bearing loans and 
borrowings 

 
1,500 1,000 1,000 500 

Repayment of interest bearing loans and 
borrowings 

 
(2,000) (1,500) (1,500) (1,000) 

Proceeds from trust funds and deposits  123 129 136 142 
Net cash provided by financing 
activities 

 
(1,550) (1,530) (1,498) (1,485) 

       
Net increase in cash and cash 
equivalents 

 
2,306 3,325 3,521 3,504 

Cash and cash equivalents at the 
beginning of the year 

 
14,309 16,615 19,940 23,461 

Cash and cash equivalents at the end 
of the year 

 
16,615 19,940 23,461 26,965 

      
 
The budgeted standard cash flow statement for the Strategic Resource Plan shows what is 
expected to happen during the next four years in terms of cash. It explains what cash movements 
are expected to result in the difference in the cash balance at the beginning and the end of the 
year. 

 
The net cash flows from operating activities, shows how much cash is expected to remain after 
paying for providing services to the community which may be invested in things such as capital 
works. 
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Budgeted standard capital works statement for the y ears ending  
30 June 2011 – 2014 
 

  2010/11 2011/12 2012/13 2013/14 
  $'000's  $'000's  $'000's  $'000's  
      
Capital works area      
      
Council buildings  4,136 4,927 5,599 5,796 
Information systems  583 408 418 429 
Library systems   440 442 453 464 
Drainage infrastructure  1,835 1,162 1,203 1,245 
Roads infrastructure  5,475 5,737 6,388 7,055 
Parks and sportsgrounds  2,928 2,383 2,466 2,552 
Foreshore infrastructure   1,154 954 988 1,022 
       

Total capital works  16,551 16,013 17,515 18,563 
       

Types of capital works       

       

       

New assets  4,636 4,462 5,116 5,292 
Asset renewal  11,915 11,551 12,399 13,271 
       
Total capital works  16,551 16,013 17,515 18,563 

 
The budgeted standard capital works statement for the Strategic Resource Plan sets out all 
expected capital expenditure in relation to non-current assets for the year. It also reflects the 
amount of capital works expenditure dissected between the following types: 
 
New assets - upgrade, expansion or creation of new assets 
Asset renewal – renewal of existing assets 
 
 



    
 Long Term Financial Plan 2010/11-2020/21 

1 | P a g e  
 

 
 
 

 

 

 

Long Term Financial Plan 

 20010/11 – 2020/21 

  
 

 
 

Public Notice Version 
 



    
 Long Term Financial Plan 2010/11-2020/21 

2 | P a g e  
 

 

 

 

 

VERSION CONTROL 
 

 

 

 

 

Version Date Updated Author/s Purpose 

1.0 24/03/2009 Corporate Services 
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endorsement 

1.1 08/04/2009 Corporate Services 
Division 

Executive Group 
endorsement 

1.2 

 

09/04/2009 Corporate Services 
Division 

Draft presented to 
Budget workshop 
16/04/09 

1.3 

 

30/04/2009 

 

Corporate Services 
Division 

Draft presented to 
Budget workshop 
30/04/09 

1.4 07/05/2009 Corporate Services 
Division 

Special Council 
Meeting 12 May 2009 

2.0 29/04/2010 Corporate Services 
Division 

Council Meeting 
04/05/10 

2.0 22/6/2010 Corporate Services 
Division 

Council Meeting 

27/6/2010 
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SECTION ONE: EXECUTIVE SUMMARY 
 

1.1 THE LONG TERM FINANCIAL PLAN 
 

The Long Term Financial Plan (LTFP) is the key ten year financial planning 
document of Council that is governed by a series of financial strategies and 
accompanying performance indicators that Council considers and adopts. It 
establishes the financial framework upon which sound financial decisions are made. 

 
Council has a legislative requirement to comply with the principles of 
sound financial management as detailed in section 136 of the Local Government Act 
1989, these are: 
 

� Prudently manage financial risks relating to debt, assets and liabilities. 

� Provide reasonable stability in the level of rate burden. 

� Consider the financial effects of Council decisions on future generations. 

� Provide full, accurate and timely disclosure of financial information. 
 
The risks relate to: 
 

� Sustainable revenue streams. 

� Adequate funding to replace and maintain Council assets. 

� The level of council debt. 

� The commercial or entrepreneurial activities of Council. 

� The management and maintenance of infrastructure assets. 

� The management of current and future liabilities. 

� Changes in the structure of rates and charges base. 

 
A key component of sound financial management is the preparation of longer term 
financial strategies, plans and budgets. Council has prepared forward budgets for 
the ten years 2010/11 to 2020/21 that includes a detailed ten year capital 
expenditure program. The development and adherence to longer term 
business/service plans is critical. 
 
The Plan is constantly under review and is modified on an as needs basis usually 
during quarterly budget reviews and during the annual budget preparation process.  
 
Financial data that is contained in the Plan has been provided to Council at 
briefing sessions and workshops as part of the Council Plan / Annual Business Plan / 
Budget preparation process.  
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The Long Term Financial Plan, and indeed the accompanying Financial 
Strategies do not have to be re-created each year, but rather they should be 
continually reviewed and modified. The Plan as such will become the detailed 
business working papers that support the financial costings that appear in both the 
Strategic Resource Plan (SRP) and the Annual Budget. 
 
The key reasons for the development of a long term financial framework are: 

� To establish a financial framework over the next ten years to ensure Council’s 
strategic objectives, as expressed in its Council Plan, are achieved; 

� To provide an assessment of the resources (financial and non-financial) 
required to accomplish the objectives and strategies included in the Council 
Plan (non-financial resources are assumed to include human resources and 
Council’s asset base, which are all referred to in various parts of the SRP); 

� To establish a basis to measure Council’s adherence to its policies and 
strategies; and 

� To assist Council to comply with sound financial management principles, in 
accordance with the Local Government Act (1989) and to plan for the long 
term financial sustainability of the municipality. 

 
 

1.2 LONG TERM FINANCIAL PLAN OBJECTIVES 

 
The 2010/11-2020/21 LTFP is intended to achieve the following objectives in the ten 
year time frame:  
 

� Maintain the existing range and level of service provision and develop the 
capacity to grow and add new services; 

� Maintain a strong cash position, ensuring Council remains financially 
sustainable in the long term; 

� Achieve operating statement surpluses with the exclusion of all non-
operational items such as granted assets and capital income; 

� Maintain debt levels below prudential guidelines; 

� Continue to pursue recurrent grant funding for strategic capital funds from the 
state and federal government; and 

� Provide for rate increases that establish a funding level for a sustainability 
index of 100 percent, including increasing funding for capital works (asset 
renewal, new/expansion, upgrade) and asset maintenance. 
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Financial sustainability is explained in the following diagram. 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Council is presently in the medium range of the sustainability pyramid. It may be 
difficult to reach all the long term sustainability goals however Bayside continues to 
improve its sustainability. This improved sustainability is demonstrated by an 
adequate cash position, improving capital expenditure and a continued closure of the 
infrastructure funding gap.  

LONG TERM 

BUSINESS VIABILITY 

• Spending more on asset renewal 
than depreciation.  

• Fully funding infrastructure gap.  
• Significant range and high level of 

service.  
• Strong cash funds  
• Operating surplus (net abnormals & 

capital funding) 

LONG TERM FINANCIAL SUSTAINABILITY 

• Good range of service at an acceptable service level. 
• Adequate capital expenditure and working capital. 
• Adequate cash. 
• Operating surplus. 
• Asset renewal equals depreciation 

CRITICAL, SHORT TERM SUSTAINABILITY 

• Working capital 
• Cash liquidity 
• Debt levels 
• Adequate range and level of service. 
• Minimum capital expenditure 
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1.3 THE STRATEGIC RESOURCE PLAN 

 
Council is required under Section 126 of the Local Government Act (1989), to 
prepare a Strategic Resource Plan (SRP). The SRP outlines the resources required 
to achieve Council’s strategic objectives expressed in the Council Plan. The SRP 
must include: 
 

a) details of financial resources (standard statements); and 

b) details of non-financial resources, including human resources. 

 

Council must adopt its SRP by 30 June each year. While compliance with the 
legislation can be achieved with the development of long term (four year) financial 
statements, the ten year approach adopted by Council is more comprehensive. A ten 
year timeframe more fully supports strategic asset management as many of 
Council’s assets have long lives. The SRP therefore is the four year view of the ten 
year Long Term Financial Plan. 
 
The diagram below details the key strategic areas covered by the LTFP/SRP and the 
integration required between Council’s financial strategies. 
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Changes to the Strategic Resource Plan 2010/11 are: 
 

� Council will increase rates, service charges and municipal charges by 
6.4percent in the 2010/11 financial year. This level allows our Council to 
maintain existing service levels, fund a number of new initiatives and continue 
to allocate additional funds to renew the municipality’s infrastructure. 

� Capital renewal expenditure increased to $11.915 million in 2010/11. 

� Borrowings will reduce to $17.0 million in 2010/11, and further decrease by 
$0.5 million per annum to $12 million over the ten year time frame of this Long 
Term Financial Plan. 

� Human resources are planned to notionally increase by 5 EFT per year to 
accommodate expected population growth and service level expectations 
being maintained. 

 
1.4 STRATEGIC FINANCIAL DIRECTION 

 
Council, as part of reviewing its LTFP, revises its borrowing strategy, asset 
management, capital investment, discretionary and statutory reserves, capital works 
program, the range and level of services provided and the revenue raising strategy. 
 
A number of strategic challenges remain ahead including renewing existing assets, 
continuing to provide an appropriate range and level of services to a growing and 
changing community, maintaining a sound financial position and addressing the 
need for capital expansion. The other key related issue is the risk and liability that 
Council and the community faces if Council does not invest in asset renewal at an 
adequate rate. 
 
The LTFP establishes the strategic financial direction for Council to meet the funding 
and investment challenges that lie ahead in the next ten years. The LTFP is 
prepared in conjunction with the Council Plan to ensure the affordability of activities 
included in the Council Plan. 
 
A Glossary of Terms is attached in Appendix A. Appendix B details Council’s 
Standard Financial Statements, which are an outcome of this LTFP. 
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1.5 KEY STRATEGIC OUTCOMES   
 

The following table highlights the outcomes, strategies and key actions of this LTFP. 
Each section includes detailed analysis to support the strategies. The key strategies 
provide direction for the preparation of the 2010/11 Budget. 
 
Section  Outcomes Strategy Key Actions 
Section 3: 
Bayside 
Financial 
Indicators 

That Bayside City 
Council has 
enough cash to 
fund daily cash 
requirements and 
to enable flexibility 
to respond to 
opportunities as 
they arise. 
 
 

That Bayside City Council 
targets to achieve a 
consistent and gradually 
strengthening underlying 
surplus results in the income 
statement in order to ensure 
the ongoing delivery of 
services and capital works 
programs. 
 
That the working capital ratio 
of Bayside City Council in the 
Long Term Financial Plan be 
targeted to show a 
strengthening trend of at 
least, a 1:1:5 ratio in the later 
years of the Plan. 
 
That the budgeted cash 
position be sufficient to fund 
daily cash requirements as 
well as provide opportunities 
for funding of new 
acquisitions and short term 
contingencies. 
 
That Council invests in high 
security, low risk financial 
products (mainly term 
deposits and bank bills) to 
safeguard Council’s financial 
position. 

That Bayside City Council 
continues to benchmark 
with other Victorian 
councils and those within 
the inner metropolitan 
category.  
 
That Bayside Council 
applies the outcomes of 
the adopted Long Term 
Financial Strategy to the 
2010/11 Budget. 
 

Section 4: Long-
Term Borrowing 
Strategies 

That Bayside City 
Council 
undertakes to 
consider options 
to reduce overall 
reliance on 
borrowings. 

Any new loan borrowings are 
to be used to fund 
intergenerational capital 
investments where the 
community benefits are long 
term 

That Bayside City Council, 
based on compliance with 
the State Government 
Prudential Guidelines, 
borrows funds for capital 
expansion projects that 
provide intergenerational 
equity.  
 
That Bayside City Council 
retains debt servicing costs 
at less than 5% of total 
revenue, during the life of 
this LTFP. 

Section 5: 
Statutory and 
Discretionary 
Reserves 

That we generate 
sufficient surplus 
from operations to 
fund daily 

That wherever possible any 
material favourable budget 
variations realised in a given 
financial year be specifically 

That Bayside City Council 
maintains discretionary 
reserves for stand-alone 
operations or investments. 
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operations and 
replace assets. 

quarantined and allocated to 
an infrastructure reserve. The 
reserve is to be used to fund 
either replacement 
infrastructure or held as a 
contingency to finance 
projects deemed as 
‘unavoidable’ or to be 
allocated against the 
repayment of interest only 
loans that are due to be 
refinanced. 

 

Section 6: Rating 
and other 
Revenue 
Strategies 

To provide a 
reasonable 
degree of 
consistency and 
stability in the 
level of the rates 
burden 

That Council consider the 
most appropriate rating 
strategy to provide adequate 
funds to: 

a. Achieve a gradually 
strengthening underlying 
surplus in the income 
statement.  

b. Achieve a sustainable 
cash flow; and 

c. Fund capital renewal 
projects. 

 

That Bayside City Council 
retains Capital Improved 
Value (CIV) as its valuation 
base.  
 
That Bayside City Council 
provides a municipal 
charge that is 
approximately 8.5 percent 
of rates to ensure an 
equitable contribution 
towards the “unavoidable” 
fixed costs of Council.  
 
That Bayside City Council, 
in 2010/11, adopts a 6.4 
percent increase in total 
revenue for rates and  
charges.  
 
That Bayside City Council 
pursues recurrent grant 
funding and strategic 
capital funding aligned with 
Council Plan objectives, 
including benchmarking of 
results with other councils.  

Section 7: Asset 
management 

Assets will be fit 
for purpose to 
provide the 
desired level of 
service to the 
community. 

Any new capital works 
(capital extension) proposals 
must include a lifecycle cost 
evaluation exercise that 
identifies and costs the asset 
construction, maintenance, 
operating and depreciation 
costs ie. Whole of lifecycle 
costs. 
 
That Council complete asset 
management plans for all 
classes of Council assets 
with a focus on ensuring the 
assets are fit for purpose and 
provide the desired level of 
service to the community. 
 

That Bayside City Council, 
having established its 
critical renewal investment 
levels, completes detailed 
Asset Management Plans 
for all classes of Council 
assets incorporating level 
of service assessments.   
 
That Bayside City Council, 
as part of the development 
of its Asset Management 
Plans, consults with the 
community to determine 
how service levels will be 
reached including a 
combination of improved 
revenue raising, possible 
review of existing service 
levels, asset disposal and 
composition of the asset 
portfolio.  
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That Bayside City Council 
allocates funds to renewal 
of existing assets rather 
than constructing new 
assets where possible, 
noting that as the 
municipality’s population 
expands, it will be 
necessary to provide the 
appropriate infrastructure.  
 
That Bayside City Council 
allocates additional funding 
to capital works (renewal) 
as its debt and revenue-
raising strategies are 
completed. 

Section 8: 
Capital Works 
Program 

That we generate 
sufficient surplus 
from operations to 
fund daily 
operations and 
replace assets. 

That capital expenditure on 
asset renewal projects be 
given priority over capital 
expenditure on new assets 
(upgrades and extensions).  
 
 

That Bayside City Council 
increases its capital works 
commitment at levels that 
meet or exceed the targets 
established in this LTFP 
and complete the 
development of a ten year 
capital works program.  
 
That Bayside City Council 
initially focuses capital 
works on maintaining a 
critical renewal level based 
on maintaining a minimum 
service level at defined 
renewal intervention levels 
with the next priority on 
upgrade and new. 

Section 9: 
Service 
Provision and 
Planning 

That Bayside City 
Council generates 
sufficient 
surpluses from 
operations to 
continue to 
provide the 
existing level of 
services to our 
community. 

That Council continues to 
consult with the community to 
determine how desired 
service levels will be reached 
including a combination of 
improved revenue raising, 
rationalization and review of 
existing service levels. 
 
 

That Bayside City Council 
annually determines the 
range and level of service 
provision through the 
annual budget process 
incorporating an analysis of 
organisational and financial 
capability. 
 

Section 10: 
Strategic 
Financial Plan 

To provide a 
reasonable 
degree of 
consistency and 
stability in the 
level of the rates 
burden. 

That Council, as part of the 
statutory process for the 
Council Plan / Strategic 
Resource Plan / Budget 
consultation, places the Long 
Term Financial Plan on 
exhibition for community 
comment. 

 

That Bayside City Council 
finalises its preferred rating 
option for its strategic 
financial model to fund the 
Council Plan, capital 
expenditure and service 
delivery as part of the 
Rating Strategy through 
the annual budget process. 
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SECTION TWO:THE LINK BETWEEN THE LONG TERM FINANCIA L 
PLAN AND THE COUNCIL PLAN/ STRATEGIC RESOURCE PLAN 

 

2.1 STRATEGIC PLANNING FRAMEWORK 

 
The diagram below shows the links between the LTFP and the balance of the 
corporate planning framework. As the diagram illustrates, Council sets the strategic 
direction to provide the Chief Executive Officer with the necessary guidance to 
develop and implement plans, actions and strategies to achieve these strategic 
outcomes. 
 
The key strategic documents include the Council Plan, Municipal Strategic 
Statement and the Municipal Public Health Plan. These plans are prepared in 
accordance with Council policies. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

BAYSIDE 
CITY 

COUNCIL 

 
 
 

CEO & 
ORGANISATION 

Municipal Strategic  
Statement  

Municipal Public 
Health Plan  

Council Policy  

Council Plan / 
Strategic 
Resource Plan  

Monthly/ Quarterly / 
Annual Report to 
Council & Community 

.Departmental service Plans  
Asset Management Plans 

.Achieving Outcomes  
Monitoring performance  

Organisational 
Business Plan 

Strategic Indicators and 
Key Strategic Activities 

 

Annual Budget  

Fees and 
Charges  

Salaries, 
Wages and on 
Costs  

Direct 
Charges  

Operating, 
Recurrent & 
Priority works  

10 year Capital 
Works program 

Discretionary 
Reserves 

Service 
Delivery 

ORGANISATION 

Long Term Financial 
Strategy and Plan  



    
 Long Term Financial Plan 2010/11-2020/21 

14 | P a g e  
 

 
Council sets the strategic direction to provide the Chief Executive Officer with the 
necessary guidance to develop and implement plans, actions and strategies to 
achieve these strategic outcomes. 
 
The strategic planning framework incorporates the Council Plan and 
Business/Service Plans all linked together and importantly resourced by the Annual 
Budget. The diagram below depicts this framework: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The planning framework provides for the Council Plan strategies to be linked to 
Business/Service Plan actions that are funded and resourced through the Annual 
Budget. The organisation then measures and monitors performance and reports to 
internal and external stakeholders as required. Council receives formal reports on a 
quarterly basis detailing progress against its Council Plan and Annual Budget. 
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SECTION THREE: BAYSIDE COUNCIL FINANCIAL SUSTAINABI LITY 
 

3.1 INTRODUCTION 
 

Over recent years financial sustainability in local government has been the cause for 
ongoing concern as requests from communities for expanded services beyond those 
traditionally provided has not always been matched by expanded revenue streams 
and improved operational efficiencies. Local Government responsibilities have 
increased over many years in a number of areas including health, aged care, social 
services, community safety, accessible transport and environmental management.  
 
Reasons for the increase in local government diversification of functions include: 

� Devolution where federal or state governments requiring local government to 
take responsibility for services, 

� Raising the bar, where other tiers of government increase the complexity or 
standard of a local government service,  

� Cost shifting, where the withdrawal of federal/state funding support to local 
government to provide a service previously provided by another level of 
government, and 

� Increased community expectations and policy choice where councils 
voluntarily choose to expand their service provision. 

Due to the limited revenue base of local government (municipal rates, user charges 
and grants/subsidies) councils have needed to be proactive in the minimization of 
costs and the maximisation of efficiencies in order to maintain an increasingly 
diverse service delivery. Successful initiatives have included, outsourcing, structural 
reforms, corporatisation of commercial activities and shared services. 
 
As with any organisation councils can experience sustainability challenges if they do 
not have robust financial planning, management, and governance. This should 
include a strong ten year plan, consistent annual budgets and detailed quarterly 
financial position reviews. The management quality and financial discipline needs 
support via effective governance from a Council who can clearly establish what 
outcomes a community expects and then monitors and guides the Chief Executive 
Officer to deliver on those outcomes. 
 

Developing financial strategies for councils is often a difficult process. Key questions 
to consider are: 

� Is council achieving a sufficient amount of revenue to provide services to the 
community and what alternative revenue streams are there? 

� What should the target be in respect to resourcing expenditure on new assets 
(capital expenditure)? 

� What is Council’s targeted renewal investment and is this maintaining an 
acceptable level of service for the community? 

� What is an acceptable rate and charge increase? 

� What is an acceptable level of debt? 



    
 Long Term Financial Plan 2010/11-2020/21 

16 | P a g e  
 

 
Some of these answers to these question come from the use of financial indicators 
that assess the comparative financial position of each council in Victoria and 
provides a valuable source of information in establishing financial strategies. The 
indicators are used to identify trends in financial sustainability. 
 

This section considers: 

� Benchmarking; 

� Analysis of Council’s financial sustainability from the perspective of the 
Municipal Association of Victoria (MAV) and the Victorian Auditor General 
(VAGO); and 

� Operating surplus exclusive of capital income and abnormal items. 

 

3.2 BENCHMARKING 

 
The State Government measures councils’ performance by benchmarking between 
councils and establishes a number of Key Performance Indicators (KPIs) for each 
council to use. The KPI benchmarking program in this LTFP is derived from financial 
data contained in annual reports from other councils. This benchmarking ensures 
data is comparable under the current regulations. The number of councils in each 
category is shown in the table below. 
 

Category  
Description 

Councils 
within Category 

Inner Melbourne (Metro) 18 
Outer Melbourne 13 
Regional Cities 8 
Large Shires 19 
Small Shires 21 
Total 79 
 

In each KPI, the following information is shown: 

� The position at 30 June 2009 (2008/09 actual); 

� The State average; 

� The average for Victorian Councils categorised as inner metropolitan Councils 
(Bayside City Council’s group); and 

� The projected position at 30 June 2010. 

 
These key performance indicators are detailed within the relevant sections of the 
LTFP, and assist Council to compare its position to other inner metropolitan councils. 
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3.3 ANALYSIS OF COUNCIL’S FINANCIAL SUSTAINABILITY 

3.3.1 FINANCIAL SUSTAINABILITY 
 
The Australian Local Government Association’s (ALGA’s) definition of financial 
sustainability is: 

“A Council’s long-term financial performance and position is 

sustainable where planned long term service and infrastructure 

levels and standards are met without unplanned increases in rates or 

disruptive cuts to services.” 

 
It is against this definition then that the sustainability of Bayside City Council can be 
assessed. The MAV assessment indicates Council is at the “low risk”  category 
whilst the Victorian Auditor General’s Office indicates “there are no financial viability 
concerns identified for Bayside City Council”. 
 
In addition to benchmarking with other councils, the MAV indicators and the Victorian 
Auditor General measures Council uses a number of additional performance 
indicators to monitor and measure councils performance (refer appendix B) 
 

3.3.2 MUNICIPAL ASSOCIATION OF VICTORIA (MAV) ASSES SMENT 
 
The MAV in late 2007 assessed the financial strength of Victorian councils; the 
purpose of which was to identify those councils facing financial risks and assess 
whether, through internal reform, they could improve their financial performance. For 
the purpose of this analysis, “risk” reflects the capacity of councils to renew 
infrastructure or service long term debt. Where a council shows high risks, without 
funding support from other levels of government, there are concerns that council 
infrastructure such as roads, bridges and community buildings will deteriorate over 
time. A similar risk is evident around possible financial stress in repaying long term 
debt.  
 
In 2007, according to the Municipal Association of Victoria (MAV), the number of 
unsustainable councils increased from 15 to 20. This increase is largely due as the 
MAV changed their viability index by making the assessment 10 percent harder. 
They did this because the previous test assumed that all capital spent was on 
renewal of ageing assets. That assumption was unrealistic as there is always a 
component of new or improved capital investment in most Victorian councils. 
 
The MAV believes those councils at “moderate risk ”and “low risk” have the capacity 
to improve their financial strength over time, while those considered a “high risk” or 
“very high risk” require external funding support. 
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This analysis of the MAV Assessment covers the seven areas the MAV has 
determined as relevant to an analysis of a Council’s viability: 

� viability index; 

� cumulative underlying operating surplus; 

� liquidity; 

� Rate effort; 

� cost and efficiency; 

� rates affordability; and 

� population growth. 

3.3.2.1 MAV VIABILITY INDEX  
 
A council is considered “at risk” if it’s combined (accumulated) capital underspend 
and long term debt exceeds 100 percent of its rate revenue over the period 1997-98 
to 2005-06 or 50 percent of its rate revenue between 2001-02 to 2005-06. This rating 
is known as the MAV Viability Index. 
 
The MAV Viability Index is calculated by dividing the capital spending shortfall plus 
long term debt by rate revenue. The capital spending shortfall equals the 
accumulated difference between depreciation and capital expenditure over two 
years. 
 
Bayside City Council’s renewal investment has been consistently increasing since 
2003/04 and accordingly the results of the calculation show improvement. The 
viability index should be maintained above zero and ideally in excess of 1.0. 
Bayside’s index shows consistent improvement each year as follows; 
 

 
 
 
 
 
 
 
 

The graph below the forecast based on the financial modelling. 
 
 
 

Year MAV Viability index  
2004/05 0.59 
2005/06 0.59 
2006/07 0.72  
2007/08 0.77  
2008/09  0.89 
2009/10 0.90 (forecast) 
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3.3.2.2 CUMULATIVE UNDERLYING OPERATING SURPLUS/DEF ICIT 
 

Operating surplus (deficit) – is total operating revenue less total operating expenses. 
It is an indicator of a council’s ability to meet its operating expenses from operating 
revenue.  The operating result has a direct impact on the equity or net worth of 
Council.  A surplus result contributes to the net worth, whilst a deficit result reduces 
the net worth of Council. 
 
To be able to provide a given level of recurrent services (which includes some 
services that are infrastructure asset dependent such as transport) it is important to 
achieve consistent surplus operating results on a yearly basis.  Council must 
strategically plan to be able to fully fund asset replacement over a given period of 
time. This can only be achieved if viable operating results are achieved on a 
continual basis. The operating result before taking into account ‘one off’ or non-
recurrent items is commonly referred to as the 'underlying result'.    
 
The underlying operating result is assessed following removal of gifted assets, 
developer contributions, asset revaluations, and write offs and impacts of asset 
sales.  
 
Capital income is further deducted on the grounds it represents an “unmatched” 
income (expenditure is not included) and it is a non-recurring income source. 
The aim is to reach an underlying operating position and then to assess whether this 
has added or eroded the net asset base of Council. 
 
Differing views exist as to the exclusion/inclusion of capital income in this analysis. 
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In 2008/09, Council’s position is 9th out of the 18 inner metropolitan councils and is 
above the group average and the state average. 

 
 

Adjusted Operating Surplus/(Deficit) 2008/09
 - Inner Metro Councils
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Council’s underlying surplus trend in the LTFP is improving and this is reflected in 
the MAV analysis. 
 
 
 

Underlying Result (Net surplus/Revenue)
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3.3.2.3 LIQUIDITY 
 
Liquidity (or current assets divided by current liabilities) is a measure of Council’s 
ability to pay existing liabilities within the next 12 months. A ratio of more than 1:1.5 
is the preferred position.  
 
The assets and liabilities in the balance sheet are dissected into ‘current’ and ‘non-
current’ components.   
 
This ratio is one of several ratios that are disclosed in the annual financial 
statements.  It is also one of the key indicators used by the Australian Loan Council 
when assessing loan applications from Victorian Councils. It is critical that the ratio 
remain above 1:1.0 to ensure that current assets exceed current liabilities.   
 
The MAV assessment asserts a working capital ratio of 1:2.0 is generally considered 
desirable. The analysis considers that Councils with working capital above 1:2.0 may 
have the capacity to reduce long-term debt.  
 
The strategy in the LTFP is targeted to show a strengthening trend of at least, a 1:1:5 
ratio in the later years of the Plan. 
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3.3.2.4 RATE EFFORT 
 
The ability to increase rate revenue is a significant factor in determining whether 
Council is potentially at risk. Council in March 2009 resolved to implement a 
Developer Contribution Plan (DCP). Subject to successful completion of the statutory 
procedure for an amendment of the Bayside Planning Scheme it is expected the 
DCP will be operational for the 2011/12 financial year. It is estimated that it may 
generate $830,000 per annum over its 23 year life. This potential variance is yet to 
be included  in the LTFP. 
 

3.3.2.5 COST AND EFFICIENCY 
 
Bayside City Council performs well here and is statistically a “low cost” council. On 
an operating cost per head of population, Bayside was ranked 8th out of 18 inner 
metropolitan councils at $798 per head of population in 2008/09 and projected to be 
$830 in 2009/10. The State average in 2008/09 was $1,344, with inner metropolitan 
Councils averaging $901 per head.  
 

3.3.2.6 RATES AFFORDABILITY 
 

Australian Taxation Office (ATO) income data for wage and salary earners (PAYE) 
can be used to give some indication of rates affordability. Bayside’s average wage 
and salary median total income and “affordability” are above state average. The 
Australian Bureau of Statistics (ABS) produces a set of social and economic indices 
known as SEIFA. 
 
The four indices in the set, which are based on census data, reflect the level of social 
and economic wellbeing in local government areas.  SEIFA includes the following 
indices: 
 

� Advantage/Disadvantage – the proportion of families with high incomes, 
people with a tertiary education and employees in skilled occupations. Low 
values indicate areas of disadvantage; 

� Disadvantage – derived from attributes such as income, educational 
attainment, unemployment and dwellings without motor vehicles; 

� Economic Resources – relating to family income, rent paid, mortgage 
repayments and dwelling size; and 

� Education and Occupation – covering the proportion of people with a higher 
qualification or those employed in a skilled occupation.  

 
The first three indicators have been used to reflect on the socio-economic status of 
local areas and therefore ability to bear significant increases in rates. Bayside City 
Council ranks third across the LGA within the Melbourne statistical division with a 
score of 1095.8. This is well above both the national benchmark of 1000 (indicating 
that Bayside has much lower disadvantage) and the Southern Metropolitan Region  
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score of 1025. Bayside is considered a municipality with areas of high social 
advantage.  

3.3.2.7 POPULATION GROWTH 
 
Population changes have a direct impact on Council costs. For example, population 
declines can result in higher unit costs of service delivery because of the fixed nature 
of some costs. Rapid population growth can place significant financial pressure on 
councils to put new or expanded services in place. 
 
Bayside’s average annual population change at 1.2 percent is 0.5 percent lower than 
the average population growth of inner metropolitan councils at 1.7 percent per 
annum. 
 
3.3.2.8 MAV ASSESSMENT – CONCLUSION 
 

Based on the measures the MAV analysis indicated that Bayside City Council was at 
“low risk” having the capacity to improve its financial position over time. 
 

3.3.3 THE VICTORIA AUDITOR GENERAL 
 
The Victoria Auditor General’s Office (VAGO) when measuring the financial 
performance of local governments reports on the following indicators: 
 
 
Indicator VAGO  

Target 
Calculation  Explanation 

Underlying 
result  

Greater 
than zero 

Adjusted net 
surplus/total 
underlying revenue  

Adjusted net surplus is calculated by 
removing non-cash developer contributions 
and one-off items from thestatement of 
income and expenditure. 

Liquidity  Greater 
than 1:1.5 

Current 
Assets/Current 
Liabilities  

Measure of ability to pay existing liabilities 
within 12 months. 

Indebtedness  Less than 
40.0 

Non-current 
liabilities/own 
sourced revenue 

Compares non-current liabilities (including 
loans) to own source revenue. Own-
sourced revenue is used because it does 
not include capital grants. 

Self-financing  Greater 
than 20.0 

Net Operating cash 
flow/underlying 
revenue. 

This is a measure of local government’s 
ability to fund the replacement of assets 
from cash generated by their operations: 
the higher the percentages, the more able 
to do so. 

Investment Gap  Greater 
than 1.0 

Capital Spend: 
Depreciation  

This is a measure of whether local 
governments are spending on infrastructure 
at a greater rate than the infrastructure is 
depreciating. 
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3.3.4 VICTORIAN AUDITOR GENERAL RESULTS 
 

The following results for Bayside City Council have been provided by the VAGO 
analysis: 
 

 

The Victorian Auditor General’s Office overall financial sustainability rating was that 
there were no financial viability concerns identified for Bayside City Council. 
 

2010 Future 
Trend

VAGO 
CommentForecast

Underlying 
Results

1.4 2.58 -1.52 2 6.4 6.29 3.15 ���� 6.99 ���� Council 
generating 
sufficient 
profit

Liquidity 1.9 2.02 1.31 1.27 1.51 1.45 1.51 ���� 1.1 ���� Need for 
caution with 
cash flow, as 
issues could 
arise with 
meeting 
obligations 
as they fall 
due.

Indebtedness 32.67 30.52 25.97 26.51 24.59 23.43 26.26 ↓↓↓↓ 22.27 ↓↓↓↓ No concern 
to repay from 
own-source 
revenue

Self-financing 19.55 17.04 12.95 18.6 21.8 23.15 18.71 ���� 21.49

�� ��

Generating 
enough cash 
from 
operation to 
fund new, 
renewal

Investment Gap 0.94 1.25 1.28 1.3 1.15 1.45 1.23

�� ��

2.11 ↓↓↓↓ Low risk of 
insuffcient 
spending on 
asset 
renewal

Actual 
Trend

Component 2004 2005 2006 2008 20092007 Mean
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OUTCOME 
 

1. That Bayside City Council has enough cash to fund daily cash 
requirements and to enable flexibility to respond to opportunities as they 
arise. 

STRATEGY  

 
1. That Bayside City Council target to achieve a consistent and gradually 

strengthening underlying surplus results in the income statement in order 
to ensure the ongoing delivery of services and capital works programs. 

2. That the working capital ratio of Bayside City Council in the Long Term 
Financial Plan be targeted to show a strengthening trend of at least, a 
1:1.5 ratio in the later years of the Plan. 

3. That the budgeted cash position be sufficient to fund daily cash 
requirements as well as provide opportunities for funding of new 
acquisitions and short term contingencies. 

4. That Council invests in high security, low risk financial products (mainly 
term deposits and bank bills) to safeguard Council’s financial position. 

KEY ACTIONS 

 
1. That Bayside City Council continues to benchmark with other Victorian 

councils and those within the inner metropolitan council category. 

2. That Bayside Council applies the outcomes of the adopted Long Term 
Financial Strategy to the 2010/11 Budget. 
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SECTION FOUR: LONG-TERM BORROWING STRATEGIES 
 

4.1 INTRODUCTION 
 

This section includes: 

� Background to Bayside City Council’s current debt portfolio; 

� Measuring what level of debt is appropriate; 

� Borrowings assessment; 

� Financial indicators; 

� Prudent debt level; 

� Future loan program. 

 
4.2 BACKGROUND TO CURRENT DEBT PORTFOLIO 
 

The table below highlights Council’s interest bearing liabilities and the movements 
that have occurred during the past two financial years, the 2010 forecast and 
2010/11 Budget. Borrowings in 2010/11 are $17.0 million. 
 

Debt Type Position at 
30 June 2008 

$000 

Position at 
30 June 2009 

$000 

Forecast at 
30 June 2010 

$000 

Budget at 
30 June 2011 

$000 
Loan borrowings 17,500 17,500 17,500 17,000 
Finance leases    0 
Total debt 17,500 17,500 17,500 17,000 
 
4.3 MEASURING WHICH LEVEL OF DEBT IS APPROPRIATE 

 
Deciding an appropriate debt level is a difficult task. Each council is different and the 
level of debt that is appropriate for Bayside City Council may not be acceptable for 
another council.  
 
The following factors are seen as important issues for consideration by Bayside City 
Council: 

� level of debt servicing as a proportion of rate revenue; 

� ability to raise revenue in addition to rates; 

� level of realisable assets to support the indebtedness; 

� achieving the right mix of capital works and debt commitments; 

� growth rate of municipality; 

� community needs; and 

� demographics 
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Council is responsible and accountable for indebtedness and the cost of debt 
servicing needs to be controlled to manageable levels. The table below highlights the 
relative debt levels of councils within the metropolitan council grouping as at 30 June 
2009. Bayside City Council’s relative debt level is also shown. 
 

Debt Levels 2008/09- Inner Metro Councils
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By comparing a number of different debt ratios within the inner metropolitan council 
grouping, Bayside City Council can begin to consider what level of debt is 
appropriate. The table on the following page highlights the outcomes of a debt level 
review based on figures at 30 June 2009. 
 
The table also details the financial ratios with respect to debt management with the 
inner metropolitan councils and the state average and highlights the following points. 
 

� Bayside City Council’s debt level is above both the group and state average. 

� Despite recent improvement in its debt ratios, at 30 June 2009 Bayside 
Council was at the high end of debt ratios in the inner metropolitan council 
grouping. 

� Bayside City Council’s financial ratios are within State Government Prudential 
Guidelines. 

� The debt commitment ratio of 5.35 percent in 2009/10 meant ratepayers 
funded principal redemption and interest at 5.35 cents in every dollar of rates 
paid. This was below Council’s guideline threshold of 10 cents in the dollar. 

 
With the borrowings of $17.0 million, Council’s debt commitment ratio in 2010/11 will 
move to 5.15 cents in the dollar.  
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 2008/09 2008/09 2008/09 2008/09 2008/09 2008/09 

Council Debt 
Servicing / 
Adjusted  

Total 
Revenue 

Debt 
Commitment 

/ Rates 

Total 
Indebtedness 
/ Realisable 

Assets 

Debt 
Commitment 

/ Own-
Source 

Revenue 

Total Debt / 
Own-

Source 
Revenue 

Total Debt / 
Rate 

Revenue 

Bayside City 
Council 

1.38% 5.72% 2.16% 4.43% 25.09% 32.39% 

Average 
Metropolitan 

0.41% 2.37% 3.77% 1.78% 7.46% 9.85% 

Median Metro 0.24% 1.38% 3.57% 1.10% 4.19% 5.26% 
State Average 0.87% 5.05% 9.27% 3.94% 18.59% 23.80% 
Ranking 16 15 2 15 17 17 
 
 

4.4 BORROWING ASSESSMENT  

 
Council assessed its capacity to borrow against the Victorian State Government’s 
Prudential Guidelines. The administration of the Local Government sector’s 
borrowing involves: 
 

� The collation of the sector’s borrowing requirements through an annual 
survey; 

� The assessment of individual council’s borrowings; and 

� Recommendation to the Department of Treasury and Finance (DTF) of the 
aggregate net new borrowing requirement of the sector. 

 
All borrowings by individual councils are assessed under a borrowings assessment 
policy adopted by the Local Government Division. The policy identifies four key 
areas of financial management with certain thresholds that are required to be met. 
 

Area Financial 
Indicator 

Threshold 
(Prudential 
Guidelines) 

Position 
2007/08 

Forecast 
2008/09 

Budget 
2009/10 

Liquidity  Current Assets 
to Current 
Liabilities 

1:1.1 1:1.5 1:1.26 1:1.0 

Debt 
Exposure  

Total 
Indebtedness to 
Total Realisable 
Assets  

50% 1.89% 1.96% 1.99% 

Debt 
Management  

Total Debt as a 
% of Rate 
Revenue  

80% 34% 32% 30% 

Debt Service 
Management  

Debt Servicing 
Costs as a % of 
Total Adjusted 
Revenue  

5% 1.4% 1.4% 1.3% 
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Area Financial 
Indicator 

Threshold 
(Prudential 
Guidelines) 

Position 
2008/09 

Forecast 
2009/10 

Budget 
2010/11 

Liquidity  Current Assets 
to Current 
Liabilities 

1:1.1 1:1.45 1:1.26 1:1.27 

Debt 
Exposure  

Total 
Indebtedness to 
Total Realisable 
Assets  

50% 2.16% 2.13% 2.13% 

Debt 
Management  

Total Debt as a 
% of Rate 
Revenue  

80% 32.39% 30.24% 27.52% 

Debt Service 
Management  

Debt Servicing 
Costs as a % of 
Total Adjusted 
Revenue  

5% 1.38% 1.33% 1.33% 

 
Bayside City Council is within the State Government Prudential Guidelines as at 30 
June 2009 and is forecast to be within these as at 30 June 20010. 
 
4.5 WHAT DO THE FINANCIAL INDICATORS MEAN? 

 
The graphs below detail the above mentioned financial indicators and presents 
Council’s position graphically. The threshold detailed against each indicator is the 
minimum level council must meet in order to achieve approval to borrow from the 
State Government. 

4.5.1 LIQUIDITY – THRESHOLD 1.1:1  
 

Current Assets to Current Liabilities 
 
This indicator reflects the short-term liquidity position; that is, Council’s ability to 
repay current commitments from cash or near cash assets. Councils with a ratio of 
1.1:1 and below, or with a deteriorating trend, may be financially at risk of not being 
able to meet creditors’ commitments. 
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The MAV assessment asserts a working capital ratio of 1:2.0, the VAGO 
recommends a working capital ratio of 1:1.5. In the Long Term Financial Plan council 
is targeted to show a strengthening trend of at least, a 1:1:5 ratio in the later years of 
the Plan. 
 
4.5.2 DEBT EXPOSURE – THRESHOLD 50 PERCENT  
 
Total Indebtedness / Realisable Assets 
 
This indicator reflects the ability to acquit liabilities with the proceeds from the 
disposal of its realisable assets. Ideally, total liabilities should be significantly less 
than 50 percent of total realisable assets. 
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4.5.3 DEBT MANAGEMENT: TOTAL DEBT AS A PERCENTAGE O F RATE 
REVENUE 
 

Debt Management – Threshold 80 percent 
 
The Local Government Act (1989) requires that all loans are secured against the 
revenue stream from rates. A council with total debt in excess of the revenue from 
rates would be unable to meet all debt commitments from rate revenue should they 
be required to be repaid at the one time. A threshold of 80 percent has been set. 
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4.5.4 DEBT SERVICING COSTS AS A PERCENTAGE OF TOTAL  REVENUE 
 

Debt Servicing – Threshold 5 percent 
 
This indicator reflects the proportion of total revenue that is used to service debt 
(interest on outstanding debt and any loan administration charges) and which cannot 
be used directly for service delivery. A threshold of 5 percent has been set. 
 
To encourage longer term planning by councils, the framework also includes an 
assessment of reasons for the new borrowings. This rationale is explained in 
Council’s strategy, which is to fund long term intergenerational assets from loan 
funds to ensure intergenerational equity. 
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4.6 WHAT IS A PRUDENT DEBT LEVEL? 

 
Council has identified borrowings as an important source of funding for capital 
project works. Following amalgamation, Council was required to increase the level of 
borrowings to improve the infrastructure throughout the municipality. Council has 
relied on surplus from operations as well as cash and investment reserves to fund 
capital works programs required to maintain the municipality infrastructure. 
 
Given the competitive nature of acquiring funds (low interest rates) Council was able 
to leverage its low risk status to borrow at competitive rates in order to enable the 
completion of projects that may otherwise be deferred until sufficient funds can be 
raised from alternate sources. 
 
Council’s current borrowing strategy is to borrow for ten years at a fixed rate of 
interest. This strategy is prudent in times of low interest rates as well as enables 
Council a degree of certainty regarding the expected payment over the ensuing ten 
years. Loans are interest only with full payment scheduled at the completion of the 
loan term. 
 
A ten year loan is acceptable since infrastructure projects are generally designed to 
last well in excess of this time span. That is, the life of the capital works project 
should exceed the life of the loan from which it was funded. This will assist to spread 
the financial burden across generations who will utilise the resultant services. 
 
The graph below introduces an additional financial ratio, namely debt commitment 
costs as a percentage of rates. Debt commitment costs include principal and interest 
repayments in a year. This ratio details how much of Council’s rate dollar is being 
spent to repay debt and interest as an overall percentage of Council’s rate revenue. 
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Council’s guideline is to retain debt commitment costs below 10 cents in the dollar. 
That is, for every dollar of rate revenue received, the cost to service debt (principal 
and interest) should not exceed 10 cents. 
 
Council has also determined to only borrow for capital expansion projects that 
provide intergenerational equity. That is, borrowings will only occur for new assets, 
where the asset life is greater than one generation. 
 
This strategy will provide Council with a loan program that will maintain consistent 
borrowing for capital expansion whilst managing debt servicing at or below 10 cents 
in the rate dollar. The graph below depicts this ratio.  
 
In 2008/09 5.72 cents in the rate dollar received serviced debt – both principal and 
interest payments. The intergenerational equity theory is based on the premise that 
successive generations and new residents should contribute to infrastructure or 
facilities that they will enjoy and benefit from. Generally these include major facilities 
(preschools, halls, arts centres) where the benefit of the investment will extend 
beyond the current ratepayers.  
 
By borrowing, Council ensures today’s ratepayers are not fully funding these 
facilities. There are limits on borrowings due to the costs of interest payments. If 
Council were to borrow too heavily it would result in an inability to invest in capital  
works due to funds being consumed in debt repayment. Therefore a balance is 
important. 
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Along with the State Government Prudential Guidelines Council proposes to limit its 
debt servicing and redemption costs to 10 cents in every rate dollar. This will mean 
at any time Council will: 

� Be within State Government prudential guidelines; and 

� Not exceed 10 cents in the dollar for the cost of debt servicing and redemption 
(interest and principle). 



    
 Long Term Financial Plan 2010/11-2020/21 

34 | P a g e  
 

In 2010/11 5.2 cents in the rate dollar received is projected to service debt (both 
principal and interest payments). Council proposes to borrow $1.5 million in the 
2010/11 year based on the need to fund capital expansion projects. These projects  
arise specifically due to population growth and align with the intergenerational equity 
principle. The debt servicing and redemption as a percentage of rate revenue is 
estimated to be at 5.2 cents in the dollar in the 2010/11 financial year which is within 
Council’s current guideline parameters. 
 

 

4.7 FUTURE LOAN PROGRAM 

 
 
The table below highlights the forecast debt, with borrowings reducing to $17.0 
million in 2010/11 in line with the  scheduled program of debt reduction to be 
undertaken during the life of this LTFP. 
 

Year New 
Borrowings 

$000 

Loan Principal 
Repayments 

$000 

Loan Interest 
$000 

Outstanding 
Loans 
$000 

2009/10 2,000 2,000 1,095 17,500 
2010/11 1,500 2,000 1,183 17,000 
2011/12 1,000 1,500 1,158 16,500 
2012/13 1,000 1,500 1,133 16,000 
2013/14 500 1,000 1,127 15,500 
2014/15 1,500 2,000 1,090 15,000 
2015/16 1,500 2,000 954 14,500 
2016/17 3,000 3,500 907 14,000 
2017/18 1,500 2,000 910 13,500 
2018/19 - - 900 13,500 
2019/20 1,000 2,000 875 12,500 
2020/21 1,000 1,500 806 12,000 
 
The table details a reduction in borrowings between 2010/11 and 2020/21, which, if 
adhered to, will reduce Council’s debt level to 2.13 cents in the dollar for debt 
servicing and redemption costs. 
 
The table indicates that during the next 10 years, the outstanding borrowings will be 
decreased to $12 million in 2020/21. Total interest paid from 2010/11 to 2020/21 is 
projected at $12.138 million. Council, following the adoption of a 10 year capital 
works program will review the financial sustainability of the program. 
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OUTCOME 
 

1. That Bayside City Council undertakes to consider options to reduce overall 
reliance on borrowings 

 

STRATEGY 
 

1. Any new loan borrowings are to be used to fund intergenerational capital 
investments where the community benefits are long term 

 

KEY ACTIONS 
 

1. That Bayside City Council, based on compliance with the State Government 
Prudential Guidelines, borrows funds for capital expansion projects that 
provide intergenerational equity. 

2. That Bayside City Council retains its debt servicing and redemption costs at or 
below 10 cents in the rate revenue dollar over the life of this LTFP. 

3. That Bayside City Council reduces borrowings by $0.5 million on average per 
annum over the life of the Long Term Financial Plan. 
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SECTION FIVE: STATUTORY AND DISCRETIONARY RESERVES 
 

5.1 INTRODUCTION 

 
Victorian councils have traditionally operated with reserve funds that are allocated for 
specific purposes. The following section details Bayside City Council’s statutory and 
discretionary reserves. 
 
5.2 NATURE AND PURPOSE OF DISCRETIONARY RESERVES 

 
Council’s statutory and discretionary reserve funds at 30 June 2008, forecast to 30 
June 2009 and Budget 30 June 2010 are detailed below: 
 

Discretionary Reserve Actual  
30 June 2009 

$000 

Forecast 
30 June 2010 

$000 

Budget  
30 June 2011 

$000 
General 8500 2000 3300 

Accommodation  0 0 0 

Infrastructure  0 600 0 

Total  8500 2600 3300 

 

Statutory reserve Actual  
30 June 2009 

$000 

Forecast 
30 June 2010 

$000 

Budget  
30 June 2011 

$000 
Resort and Recreation  1580 2180 2880 

Car parking  366 366 366 

Long Service leave 2800 2939 3078 

Total 4746 5485 6324 

 

Total Discretionary & 

Statutory  

13246 8085 9624 

 

 
The Asset Revaluation Reserve is identified for the purposes of Accounting 
Standards and is not cash backed. This reserve balance reflects the extent of 
revaluation of Council’s infrastructure assets. 
 
Recreational Land Reserve receives inflows from sub divisional income that is 
transferred to this reserve for future allocation to Capital Projects. The Subdivision 
Act requires sub divider’s contributions be spent on acquiring or improving land for 
use as public open space.  
 
The Car Parking Reserve is designed to hold funds for allocation to Car Park project 
works. There is currently limited funds and minimal activity to this reserve pending 
approval precinct plans as a context for charging. 
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General Reserve – While not a statutory requirement for the purposes of legislative 
or Accounting Standards reporting, Local Government sometimes maintains general 
reserves to fund specific projects.  
 
The practice of maintaining specific general reserves is not necessary from a funding 
or cash flow management perspective. Bayside’s general reserve balance is held as 
a contingency for any unforeseen circumstances and as a means to limit the need 
for a bank overdraft facility.  
 
Infrastructure reserve - wherever possible any material favourable budget variations 
realised in a given financial year are to be specifically quarantined and allocated to 
an infrastructure reserve. The reserve is to be used to fund either replacement 
infrastructure or held as a contingency to finance projects deemed as ‘unavoidable’ 
or to be allocated against the repayment of interest only loans that are due to be 
refinanced. 
 
Long Service Leave – Council is required to “cash back” sufficient funds to repay all 
long service leave entitlements. 
 

OUTCOME 
 

1. That we generate sufficient surplus from operations to fund daily operations 
and replace assets. 

 

STRATEGY 
 
1. That wherever possible any material favourable budget variations realised in a 

given financial year be specifically quarantined and allocated to an 
infrastructure reserve. The reserve is to be used to fund either replacement 
infrastructure or held as a contingency to finance projects deemed as 
‘unavoidable’ or to be allocated against the repayment of interest only loans 
that are due to be refinanced. 

 

KEY ACTION 
 
1. That Bayside City Council maintains discretionary reserves for stand-alone 

operations or investments. 
2. That Bayside City Council continues to maintain the infrastructure reserve in 

order to support funding for the 100 percent replacement of infrastructure 
assets. 
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SECTION SIX: RATING AND OTHER REVENUE STRATEGIES 
 

6.1 INTRODUCTION 
 

This section includes: 

� Valuations 

� Background to present rating system; 

� Components of Council’s rating base; 

� Assessment of current rating levels; 

� Rates and charges Budget 2010/11; 

� Rating strategy; 

� Grant revenue; 

� Victoria Grants Commission;  

� Fees and charges revenue; and 

� Investment revenue. 

 
6.2 VALUATIONS 

6.2.1 GENERAL VALUATION 
 
Valuations are conducted under the provisions of the Valuation of Land Act (1960) 
with each, separate occupancy on rateable land computed at its net annual value 
(NAV), capital improved value (CIV), and site value (SV). Valuations are carried out 
using Valuation Best Practice Principles as set down by the State Government 
Valuer General.  
 
In Bayside, data on every property is recorded and used by independent valuers with 
sales, rentals and other information to determine the valuations. A general valuation 
(revaluation) establishes the value of a property relative to all other properties, that 
is, its market relativity. Valuations form the basis of Council’s rating system; 
therefore, their accuracy is of paramount importance. 
 
General valuations are required every two years. This ensures a common date is 
used for all valuations. The 2010 revaluation was undertaken based on property 
values as at 1 January 2010. The revaluation does not in itself raise the total rate 
income for Council, as the rates are distributed based on the property value of all 
properties across the municipality.  
 
As a result of the revaluation, some property owners may pay more in rates and 
others less, depending on the new valuation of their property, relative to others.  
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6.2.2 DEFINITIONS OF VALUATIONS 
 
Bayside City Council uses the capital improved method of valuation (CIV), which is 
the market value of a property including land, buildings and improvements. CIV has 
the following long term advantages relative to other valuation bases: 
 

� flexibility to apply an unlimited range of strategic differentials; 

� does not prejudice the industrial, commercial and retail sectors in terms of the 
rate burden; and 

� is easier for people to understand. 

 
The other valuation bases the valuer is required to return are: 
 

� Site value (SV) which is the market value of land excluding improvements; 
and 

� Net annual value (NAV) which represents the reasonable annual rental of a 
property, minus specified outgoings. In most cases this is five percent of the 
CIV. 

6.2.3 SUPPLEMENTARY VALUATIONS 
 
Supplementary valuations are made during the financial year when a significant 
change to the valuation occurs. The most common causes for supplementary 
valuations are: 

� Construction of a new dwelling or building; 

� Subdivision of a property; or 

� Consolidation of properties.  

As a result of a supplementary valuation, a rate notice is issued to reflect any change 
in rates. 
 
6.3 BACKGROUND TO THE PRESENT RATING SYSTEM 

 
Prior to dealing with the rating strategy, it is important to have a broad knowledge of 
the present rating structure. The table below outlines the initial rates levied for 
2009/10. 
 

Rating Categories 2009/10 
CIV $m 

2009/10 
No. of 

properties 

2009/10 
Rate in 
Dollar 
Cents 

2009/10 
Annual 
Charge 

$ 

2009/10 
Rates/ 

Charges 
Budgeted 

$000’s 
General   37,548 40,539 0.127177  47.638 
Waste management 
service charge 

 
N/A 

 
- 

 
N/A 

 
128 

 
5171 

Cultural/Recreational  309.6 39 0.076306  236 
Municipal Charge   -  110 4464 
TOTAL   40,539   57,509 
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Bayside City Council’s 2010/11 Budget includes an estimate of $200,000 for 
supplementary rates.  
 
6.4 COMPONENTS OF COUNCIL’S RATING BASE 

6.4.1 INTRODUCTION 
 

Bayside City Council levies, annual service charges and a municipal charge, to raise 
its annual rates and charges revenue. The legislative basis of the following and 
details of how they apply to Bayside are available upon request: 
 

� Municipal Charge; 

� Special Rates and Charges; 

� Service Rates and Charges; and 

� Rebates and Concessions 

 

6.5 ASSESSMENT OF CURRENT RATING LEVELS 

 
Comparing the relativity of rating levels between councils can be a difficult exercise 
due to debate over the most appropriate methods to use and the inability to take into 
account the intricacies of rating structures in different councils. Also, cash holdings of 
municipalities vary and councils have significantly different infrastructure needs and 
geographic sizes. 
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On rates per assessment basis in the 2008/09 financial year, Bayside City Council 
was slightly above average for the inner metropolitan councils and state average.  
 

6.6 RATES AND CHARGES BUDGET – 2009 / 10 
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On a rates per capita basis Bayside is ranked 9th out of 17 when compared with the 
inner metropolitan councils. 
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On a rates per capita basis when compared to our neighbours Bayside is ranked 3rd 
out of 4. 

6.6.1 REVENUE – RATE, WASTE LEVY AND MUNICIPAL CHAR GE INCREASE 
– 2010/11 
 

A key decision of Council during the life of the LTFP is to determine the level of rate 
increase that will address funding levels for capital works and service provision for 
the municipality and improve Council’s long term financial sustainability. 
 
Council’s required rate service charge and municipal charge revenue for 2010/11 is 
$61.573 million based on a 6.4 percent increase over the 2009/10 rate revenue. In 
total the Council will raise rate revenue of $61.773 million, which includes $200,000 
generated from supplementary rates. 
 
The Victorian Government recently announced a proposal to increase municipal and 
industrial waste landfill levies. The proposed levy increase will come into effect from 
1 July 2010 and is an increase in the charge placed on the delivery  and disposal of 
materials to landfill sites. This charge is passed to the community by Councils 
operating landfill sites through rates. Following two initial increases on 1 July 2010 
and 1 July 2011, levies will be progressively increased over the following four years 
to 2014/15 . 
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The new levy rates are: 
 
PROPOSED LANDFILL LEVY PAYABLE – dollars per tonne   
 Current 2010-

11 
2011-

12 
2012-

13 
2013-

14 
2014-

15 
Municipal –metro/provincial $9 $30 $40 $44.0 $48.4 $53.2 
Industrial – metro/provincial $15 $30 $40 $44.0 $48.4 $53.2 
Municipal –rural $7 $15 $20 $22.0 $24.2 $26.6 
Industrial – rural $13 $25 $35 $38.5 $42.4 $46.6 
 
In a media release from the Minister for Environment and Climate Change on 
24/3/2010, it was estimated that the average cost for households in metropolitan 
Melbourne and provincial areas will go from around $4 per year in 2009-10 to around 
$14 per year in 2010-11. Bayside City Council’s charges for waste to landfill and 
disposal is estimated to increase by $532,000 in 2010/11 from current levels in 2009-
10. This increase will result in waste levy charges to ratepayers increasing from $128 
to $142 (140L bin). 
 
 
The outcome of this level of increase is as follows: 
 

� A 6.4 percent increase in rates and municipal charges in 2010/11 will provide 
an additional $3.9 million over the 2009/10 financial year. 

� The municipal charge for 2010/11 is $115 which is at the 8.4 percent. The 
maximum allowable under Section 159(4) of the Local Government Act is 20 
percent of the total revenue from rates and charges may be levied as a 
municipal charge. The municipal charge ensures all properties pay an 
equitable contribution towards the unavoidable fixed costs of Council. 
Revenue from the municipal charge is anticipated to be $4.69 million in 
2010/11.  

� Total revenue from rates, municipal and service charges in 2010/11 is 
$61.773 million. 

� The LTFP also applies rate revenue increases of CPI (assumed 3.0 percent) 
plus 2.5 percent (total 5.5 percent per annum) for 2012/13 to 2020/21 for the 
purpose of financial modelling assumptions.  

� Increase of the waste management charge by 0.9 percent in 2010/11  to 
recover costs of Waste Management levy results in a total increase in rates 
and charges of 6.4 percent. An additional 0.3 percent has been included in 
the 2011/12 year for waste disposal and landfill charges. 
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6.6.2 DEVELOPER CONTRIBUTIONS 
 

When land is developed for any use it will often contribute to or cause the need for 
new or upgraded infrastructure. Council in March 2009 resolved to implement a 
Developer Contribution Plan (DCP). Subject to successful completion of the statutory 
procedure for an amendment of the Bayside Planning Scheme it is anticipated the 
DCP may be operational for the 2011/12 financial year. It is estimated that it will 
generate $830,000per annum over its 23 year life. This isyet to be included in the 
LTFP. 
 

6.6.3 BORROWING STRATEGY 
 
The borrowing strategy will provide additional capital income and is considered in 
Section 4 of this document in detail. 
 
6.7 RATING STRATEGY 

6.7.1 PRINCIPLES AND OPTIONS 
 

Bayside City Council’s Rating Strategy establishes a framework by which rates and 
charges will be shared by the community. In developing a long term financial plan, 
rates and charges are an important source of revenue.  
 
Higher percentages of rates and charges as a proportion of total revenue represent 
greater financial independence and financial sustainability. The rating system 
determines how Council will raise money from properties within the municipality. It 
does not influence the total amount of money to be raised, only the share of revenue 
contributed by each property. The total money to be raised is taken from 
Council’slong term financial plan. 
 
This strategy considers the capacity of the Bayside community to pay annual rates 
and charges. The strategy aims to ensure rates and charges are levied equitably as 
well as considering the affordability of rates and charges to ratepayers within 
Bayside. 
 
The difference between rate equity and rate affordability is as follows:  
 
Rates equity relates to who should pay rates. There are three definitions: 

� That rates are a wealth tax wherein the current method of assessment against 
property values is appropriate 

� That Council should levy rates in proportion to the benefit received from 
services 

� That rates reflect each ratepayers capacity to pay. This approach will 
generally not be reflected by property wealth as some ratepayers are asset 
rich but cash poor. 
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In contrast rates affordability focuses on the specific difficulties facing individuals in 
order to pay their rates. 
 
The MAV report (cite) identified that the lifetime income approach is an effective 
measure of rates affordability. However due to limitations in the ability to measure 
income and wealth over a ratepayers life, this review has applied the household 
income derived from the national census results.  
 
Increasing property values will result in the reduction of the tax rate termed rate in 
the dollar since: 
 
Rates = Property value multiplied by the Rate in the Dollar 
 
While not resulting in a change or increase in rates, changing property values, (due 
to a revaluation) will often result in a redistribution of the rate burden between 
individual ratepayers. That is the total rates levied by Council does not alter, however 
the contribution by individual ratepayers may change relative to the change in their 
property values. 
 
The MAV annually calculates a LG cost index that demonstrates the cost of local 
government goods and services increase at a greater rate than the CPI index. 
Keeping pace with Local Government costs generally requires a corresponding  
increase in rates and charges particularly as some other income sources, such as 
grant revenue, is usually not indexed in line with the increase in local government 
goods and services. 
 
The Local Government Act provides a number of mechanisms that are available to 
address the issues of rate equity and rate affordability.  
 

� Differential rating categories – apply to different property classes including 
commercial, industrial and vacant land. Bayside has previously but does not 
currently levy a differential rate. 

 
� Municipal charge – Increasing the municipal charge would result in a 

redistribution of rates and charges from higher valued properties to lower 
valued properties. Total income from municipal charges is to not exceed 20 
percent of the annual rates and charges. Bayside’s current municipal charge 
is 8.4% (check) of total rates and charges. 

 
� Rebates or concession – can apply to a maximum of one third of rateable 

properties. The purpose is to support the ‘proper development’ of the 
municipal district or to preserve historic buildings or the environment. Bayside 
does not provide a rebate or concession. 

 
� Rate deferrals – Where rates and charges are deferred and remain as a debt 

to Council until the property is sold. Usually approved in cases of financial 
hardship. Bayside currently has 9 ratepayers who have elected to defer their 
rates and charges. Bayside rate deferrals currently attract an interest charge 
equal to the penalty interest rate applied for ratepayers who default on 
payment of rates. 
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� Rates waiver for pensioners or for financial hardship. Bayside does not waive 

rates and charges but will consider deferral as a debt against the property 
until eventually sold. 

 
 
Income levels will fluctuate during the course of a  ratepayer’s lifetime. This is 
because a person will accumulate wealth as they age however income peaks and 
then later declines. It is acknowledged, therefore, that the average household 
income, for each suburb, comprises low income households, such as cash poor and 
asset rich ratepayers as well as households with higher levels of disposable income. 
 
 
The following table provides an analysis of household income and annual rates and 
charges. As expected the average annual household income for Bayside is higher 
than the Melbourne average - $86,850 compared to $67,303 respectively. 
Household income figures are derived from the 2006 census results. 
 
Of particular interest are the suburb by suburb results for the average rates and 
charges as a percentage of household income. The result provides a measure of 
rates affordability by calculating the percentage of household income allocated to the 
payment of annual rates and charges. The results indicate that the highest allocation 
of is the suburb of Brighton (2.01% based on average CIV) while the lowest 
allocation of  annual household income towards the payment of rates and charges is 
the suburb of Cheltenham (1.29% based on average CIV). 
 
Assessment from both an average and median CIV perspective, produces limited 
variation between the suburb by suburb comparatives. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

2006 Census 2006 Census 2009/10 2009/10 2009/10 2009/10 A vge CIV Median CIV
Avge Wkly Avge Annual Average Median Rates & Chgs Rates  & Chgs Rates & Chgs Rates & Chgs
Household Household CIV CIV Avge CIV Median CIV /Hhold In come /Hhold Income

Income Income
Melbourne 1,294               67,303            
Bayside City 1,670               86,850            935,465    800,000     1,428             1,255              1.64% 1.45%
Beaumaris 1,698               88,320            892,248    855,000     1,373             1,325              1.55% 1.50%
Black Rock 1,627               84,606            870,107    830,000     1,345             1,294              1.59% 1.53%
Brighton 1,889               98,238            1,361,817 1,150,000  1,970             1,701              2.01% 1.73%
Brighton East 1,698               88,300            889,590    875,000     1,369             1,351              1.55% 1.53%
Cheltenham 1,421               73,885            563,543    585,000     955                982                 1.29% 1.33%
Hampton 1,703               88,536            858,272    807,500     1,330             1,265              1.50% 1.43%
Hampton East 1,207               62,758            460,838    505,000     824                880                 1.31% 1.40%
Highett 1,290               67,102            508,407    530,000     885                912                 1.32% 1.36%
Sandringham 1,672               86,961            863,373    820,000     1,336             1,281              1.54% 1.47%
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6.8 GRANT REVENUE 
 

Detailed below is a graph of recurrent grants and reimbursements as compared with 
the inner metropolitan council group at 30 June 2009. Council traditionally has not 
performed as well in the area of securing grants partly due to the higher property 
valuations and socio economic group relative to other councils in the sector. The 
perception is that the Bayside community has the capacity to more readily substitute 
grant revenue from alternate sources such as rate revenue. Bayside City Council 
must continue its focus on securing grant revenue, particularly for capital works. 
Grants (capital and operating) for the year ending 30 June 2009 totalled 
$10.78million. 
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The LTFP provides for conservative annual estimates of externally funded capital 
works. Although unlikely, if these estimates are not achieved, the overall capital 
works program will be reduced. Council’s grants to total revenue are detailed below: 
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Bayside City Council is slightly below the inner metropolitan councils and below the 
State average. With a longer term capital works program in place Council should be 
better positioned to be able to target and focus on grants that align with its overall 
strategic direction. The estimate for 2009/10 is slightly lower than normally expected 
as a proportion of operating grants were paid in advance at the end of the 2008/09 
financial year. 
 

6.8.1 COST SHIFTING 
 
 
Cost shifting is defined as a cost shift of goods or services from another sphere of 
Government to Council.  In the Australian Local Government Association’s 
submission to the House of Representatives (2002)1 cost shifting was said to occur 
‘when the burden of the cost of provision of a service are transferred to local 
government from another sphere of government without a revenue stream’. The 
submission went on to detail a number of circumstances to assist with the 
identification of cost shifting (also contained in the Hawker Enquiry2) 
 
Bayside City Council has adopted the following criteria in terms of identifying and 
measuring incidents of cost shifting: 
 
1. The withdrawal or reduction of financial support from other levels of government 

for a program once it is established (indicated by increase in net cost % of total 
expenditure) 

2. Transfer of ‘ownership’ of assets without funding support (eg where Council 
acquires an asset from other levels of government with unfunded ongoing 
maintenance requirements) 

3. Increased costs to Council, in particular: 
� Compulsory legislated regulatory compliance requirements on service delivery 
� New areas of responsibility which are devolved to Council from other levels of 

government 
4. Restrictions on revenue, in particular: 

� Non-rateable or concessionally rated properties to Council (eg CLRA land) 
due to land ownership by other levels of government 

� Service delivery where revenue is predetermined by other levels of 
government - refer Statutory Fees & Charges. Fees & Charges prescribed by 
other levels of government not indexed fully to compensate for cost of 
delivery. 

� Concessions & Rebate requirements set by other levels of government 
without compensation of cost of administration or loss of income to Council 

 
Cost shifting does not  include: 
 

                                                           
1 Australian Local Government Association, Preliminary Submission to the House of Representatives: 
Economic, Finance and Public Administration Committee Inquiry into Cost Shifting onto Local Government 
(July 2002) 
2 House of Representatives Standing Commission on Economics, Finance and Public Administration, Rates and 
Taxes: A Fair Share for Responsible Local Government (October 2003) 
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Where Council voluntarily extends its activities beyond its current responsibilities, 
including where adequately provided by another sphere of government 
 
In 2009/10, the areas of focus are limited to that which is capable of being measured 
within the determined identification criteria. The following methodology was 
implemented: 
 
1. The withdrawal or reduction of financial support for established programs: 

� Develop a Grants Register to record Grants/subsidies received from other 
levels of Government for the last 3 years 

� From the Grants Register, perform cost analysis on programs which 
receive/have received funding  

� Determine whether the cost of delivering the program has increased for 
Council 

 
2. Increased cost of service delivery for which there are Statutory Fees & Charges: 

� Record fees & charges that are set by Statute which Council collect 
� Compare individual charges’ annual increases over the past 3 years to MAV 

Local Government Cost Index Report published rates to determine whether 
price increases are in line with Council’s annual cost increases 

� Determine whether there has been a cost shift of the services to Council 
 

6.10 VICTORIA GRANTS COMMISSION 
 
Council receives approximately 2.8 percent of its revenue from the Victoria Grants 
Commission. This revenue is projected at $1.637 million in 2009/10 ($0.546 million 
received in advance in 2008/09) and budgeted at $2.280 million in 2010/11. 
 
6.11 FEES AND CHARGES REVENUE 

 
Bayside City Council’s fees and charges revenue as a percentage of its total 
revenue is comparable to the average for inner metropolitan councils is outlined in 
the graph below. 
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The Schedule of Fees and Charges provides a mechanism to, where possible, apply 
a user pays policy by recovering the cost of Council services. In addition Bayside 
engages in benchmarking practices, such as the Melbourne University review, to 
support the annual review of fees and charges. 
 
As a framework the ensuing years fees and charges include indicative increases in 
line with Local Government costs (such as movements in public sector wage rates) 
to ensure ongoing cost recovery is maintained. 
 

 

6.10 INVESTMENT REVENUE 
 
Within each twelve month period the total funds range from a maximum of 
approximately $22 million, at the end of February, to a minimum of approximately $8 
million at the end of July each year. 
 
The current Investment Strategy is conservative in nature and mainly includes 
investment in bank bills with the major banking institutions.  
 
 
The Investment Strategy is designed to ensure Council’s funds are invested with 
care, skill and due diligence in order to achieve the following outcomes: 
 
Liquidity – To enable Council to maintain sufficient funds (working capital) to meet 
supplier and employee payment as well as anticipated liabilities as they fall due. 
Income – Council’s requirement for investment income as quantified in the operating 
budget. 
Total Return – That the total returns are maximised. 
 

6.10.1 RISK MANAGEMENT 
 

The following mechanisms are identified to minimise Council’s exposure to 
investment risk: 

• Investment Policy – identifies restrictions on investment types as well as 
minimum credit quality (eg Standard & Poors rating of AAf or higher). 

 
• List of investment types. The investment portfolio consists of funds allocation 

to appropriate categories based on time horizon of investment. Within each 
time horizon, funds are allocated across approved investment types. 

 
• Benchmark – Each investment is evaluated against a performance 

benchmark appropriate to the risk and time horizon of the investment 
concerned. The objective is to ensure each investment is competitive within 
an appropriate per group of alternate investment options (eg The same 
Standard & Poor’s rating). 
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 6.10.2 LEGISLATION 
 

 

Pursuant to Section 143 of the Local Government Act, Council may invest as follows: 
 
• Government securities of the Commonwealth 
• Securities or financial institutions guaranteed by the Victorian Government 
• Authorised deposit taking institutions 
• Deposits with eligible money market dealer within the meaning of the 

Corporations Act 
• Any other manner approved by the Minister 
 

OUTCOME 
  

1. To provide a reasonable degree of consistency and stability in the level of the 
rates burden 

 

STRATEGY 
 

1. That Council consider the most appropriate Rating Strategy to provide 
adequate funds to: 

a) Achieve a gradually strengthening underlying surplus in the income 
statement.  

b) Achieve a sustainable cash flow 

c) Fund capital renewal projects; and 

d) Address rate equity and affordability. 

KEY ACTION 
 

1. That Bayside Council retains capital improved value (CIV) as its valuation 
base. 

2. That Bayside City Council provides a municipal charge that is approximately 
8.5 percent of rates to ensure an equitable contribution towards the 
“unavoidable” fixed costs of Council.  

 
3. That Bayside City Council, in 2009/10, adopts a 6.4 percent increase in total 

revenue for rates and charges.  
 

4. That Bayside City Council pursues recurrent grant funding and strategic 
capital funding aligned with Council Plan objectives, including benchmarking 
of results with other councils. 
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5. That Bayside City Council review the interest rate for rate deferrals (properties 
with eligible pensioner rebates only) to the Local Government Borrowing Rate 
as at 30 June each year. 

 

6. That Bayside City Council review the municipal charge so as to more equitably 
reflect the capacity to pay according to Average Rates and Charges divided by 
Household Income. 

 

7. That Bayside City Council update the cost shifting register to reflect all grant 
revenue to review and assess each grant in order to identify instances of cost 
shifting and report to the Executive and Council. 

 

8. All funds continue to be invested in compliance with Section 143 of the Local 
Government Act.  

 

9. Continue to invest in direct bank investments (bank bills), term deposits the 
following expansion to Council’s portfolio is proposed. 

 

10.  That three quotations be sought from authorised investment agencies.  

 

11.  That investments are placed with the financial institution offering the highest 
rate of return subject to the following additional criteria: 

 

11.1 A maximum of 30% of funds to be held with any one financial institution. 
 
11.2 A maximum of one third of funds to be held with institutions as A-2 or A-3 

(Standard & Poors – short term rating). 
 
11.3 Two third of funds to be held with institutions rated as A-1 or above. 
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SECTION SEVEN: ASSET MANAGEMENT 
 

7.1 INTRODUCTION 

 
Integrating asset management principles to Council’s strategic financial direction is 
fundamental to achieving the goal of long term financial sustainability. 
 
This section includes: 
 

� Background to Council’s total asset portfolio at 30 June 2010; 

� Summary of fixed assets; 

� Key questions to determine service level/investment; 

� Sustainability index; 

� Asset condition assessments; 

� Strategic asset management; and 

� Future asset management 

 

7.2 BACKGROUND TO COUNCIL’S TOTAL ASSET PORTFOLIO A T 30 JUNE 
2010 
 

Accounting for an asset requires the recognition of all costs associated with asset 
ownership including creation/acquisition, operations, maintenance, rehabilitation, 
renewal, depreciation and disposal. This “life cycle” approach needs to be recorded 
at an individual asset level so all the costs of owning and operating assets are known 
and understood. For accounting purposes assets are grouped into current and non-
current assets. Current assets are cash or those assets that are considered to be 
readily convertible to cash. This asset grouping includes cash at bank, investment 
funds, stock on hand, and debtors. The projected balance of current assets held by 
Bayside City Council at 30 June 2010 is forecast to be $17.633 million. 
 
Non-current assets consist of debtor accounts not expected to be collected in the 
coming 12 months and Council’s fixed assets. Fixed assets consist of land, 
buildings, plants, furniture, roads, drains, playgrounds and other similar infrastructure 
assets. The projected total value of fixed assets at 30 June 2010 is $1,680.5 million. 
The balance of this section will focus on the fixed assets and the management 
strategies that Council is pursuing. 
 
7.3 SUMMARY OF FIXED ASSETS 
 

As at 30 June 2010/11, Council’s projected fixed assets are detailed below: 
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Fixed Assets Forecast Budget  
WDV 30 June 2010 $000 

Forecast Budget  
WDV 30 June 2011 $000 

Land  1,325,620 1,325,620 
Buildings  137,957 138,778 
Plant & equipment  1,723 1,745 
Furniture & 
equipment  

  

Roads including 
footpaths, kerb and 
channel 

139,664 141,770 

Drainage  42,543 42,949 
Land improvements, 
including playground 
equipment  

27,569 29.241 

Other  5,420 5,434 
Total Written-down 
Value  

1,680,495 1,685,537 

 

 

Bayside City Council’s forecast depreciation on these assets for 2009/10 is $10.790 
million, and the budget for 2010/11 is $11.51 million. Depreciation charges useful 
lives and the rate at which the economic benefits are consumed is reassessed 
following condition assessments and when general valuations are undertaken. 
Council’s depreciation charges as a percentage of its total assets are benchmarked 
and depicted in the following graph: 
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Condition based assessment and impact of stable road subbase has resulted in 
council’s depreciation charge being relative low when compared to the state average 
and inner metropolitan councils group.  
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7.4 KEY QUESTIONS TO DETERMINE SERVICE LEVEL/INVEST MENT 
 

The key questions with respect to infrastructure investment are detailed below: 
 

1. How much does it cost ratepayers to retain the current infrastructure 
portfolio, that is, what is the long-term average cost of renewal 
plus maintenance? 

2. How much will need to be spent in the short term (next ten years) relative to 
the renewal expenditure invested in the recent past? 

3. How much more management effort (financial and operational) will be 
required of Council as its assets age? 

4. What assets are at the “at risk” phase (intervention level) of their life cycle 
and will ultimately result in their being unserviceable and unsafe? 

5. What outcomes would the community and Council like to achieve with 
respect to asset upgrades?  

6. Are the Council assets supporting the level of service expected by the 
community? 

7. What assets should the council prioritise for rationalisation? 

 

7.5 SUSTAINABILITY INDEX 

 
The Department of Infrastructure’s (DOI’s) “infrastructure study” calculated a 
sustainability index for each Victorian council. The sustainability index indicates the 
extent of the gap between a council’s current investment in asset renewal and the 
required level of investment to ensure the asset remains serviceable for its useful 
life. This is determined largely by historical factors and the long term sustainable 
level of costs for the existing assets. The index measures future management 
requirements of each council. 
 
The sustainability index only indicates the size of the problem. The index says 
nothing about the timing of when Council will need to make an effort and lift levels of 
expenditure. Timing of works and associated funding is determined through 
recommendations guided by council’s asset management system. The asset 
management system will ensure council achieves best value from its dollars across 
the following areas. The table on the following page defines the type of asset 
expenditure. 



    
 Long Term Financial Plan 2010/11-2020/21 

56 | P a g e  
 

 
Type of 
Expenditure  

Definition  Purpose/Example 

Maintenance Expenditure on an asset that 
maintains the asset in use, 
but does not increase its 
service potential or life. 

Life extension: Extending asset lives by repair, 
reducing average annual consumption costs and 
renewal rates, eg. Repairing a single pipe in a 
drainage network or a pothole in a road. 

Capital 
Renewal 

Expenditure on an existing 
asset or a portion of an 
infrastructure network which 
returns the service potential, 
or extends the life of the 
asset, to its original potential. 

Retains an existing service level, eg. Road 
reseals, resurfacing a footpath. 

Capital 
Upgrade 

Expenditure on upgrading 
the standard of an existing 
asset to provide a higher 
level of service, or to extend 
the life of the asset beyond 
its original standard. 

Increases the quality of service provided to 
ratepayers or provides new services, eg. 
Widening the pavement of a sealed area of an 
existing road. 

New/Expansion 
Capital  

Expenditure on extending an 
infrastructure network at the 
same standard enjoyed by 
existing residents to a new 
group of users. 

New or additional services to developing areas 
of the municipality or under serviced areas eg. 
Building a sporting facility. 

 
The sustainability index is an accounting measure based on the difference, 
expressed as a percentage, between Council’s annual depreciation charge and 
renewal annuity. 
 

The sustainability index (renewal) does two things: 

1. It indicates the extent to which current ratepayers are contributing to 
the assets they are now consuming; and 

2. It indicates how much more will be required in the future – over the 
long haul. 

 

7.6 ASSET CONDITION ASSESSMENT 

 
Monitoring asset condition and performance relates to the ability of the asset to meet 
targeted levels of service. Asset condition reflects the physical state of the asset and 
the functional level of service it is capable of providing. Monitoring asset condition 
and performance throughout the asset life cycle is important in order to identify 
underperforming assets or those which are about to fail – that is, assets at the critical 
renewal level where if reinvestment is not funded the cost of future renewal will 
exponentially increase along with the risk of the asset being below accepted safety 
standards . 
 
Council has developed its Asset Information Management System (AIM) to position 
Council to readily monitor asset condition and performance and to: 

� identify those assets which are under performing; 

� predict when asset failure to deliver the required level of service is likely to 
occur; 
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� ascertain the reasons for performance deficiencies, 

� determine what corrective action is required and when (maintenance, 
rehabilitation, renewal) and 

� priroitise renewal funding. 

 
Bayside City Council has made significant progress in the last 12 months through the 
development of its Asset Management System. Accordingly the management of the 
capital works program, asset accounting and year-end accounting processes have 
been significantly improved. 
 
Priority is on funding the annual renewal annuity based on a predetermined service 
level linked to a condition level. No asset in the Council’s condition profile is allowed 
to go below the intervention condition as the cost of renewal significantly increases 
beyond this point and the asset’s functionality, safety and ability to provide its 
intended service level is compromised.  
 
Council has largely collected condition data for all of its major asset categories and is 
now in a position to complete detailed Asset Management Plans. The benefits of 
knowing the current condition and performance (level of service) an asset provides 
are: 

� ability to plan for and manage the delivery of the required level of service; 

� avoidance of premature asset failure, leaving open the option of cost-effective 
renewal; 

� managing risk associated with asset failures; 

� accurate prediction of future expenditure requirements; and 

� refinement of maintenance and rehabilitation strategies. 

 
Council, as asset managers, need to be able to assess the relative merits of 
rehabilitation/renewal/replacement options and identify the optimum long term 
solution through a decision related to levels of service. 

 
Condition assessment allows the organisation to understand the remaining life of, all 
asset categories, acknowledging this understanding drives future renewal 
expenditure.  
 
Following this Council needs to strategically determine an affordable level of service 
to manage the emerging condition profile. The benefit of that knowledge now is the 
management process can commence across the entire asset portfolio. 
 
Should Council increase/decrease this level of investment and consciously 
improve/decrease the level of service? The answer lies in considering the other 
asset categories condition profiles – what is affordable, what is critical and must be 
renewed and what service level is Council targeting?  
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Council now has this information for all of its asset categories and is now positioned 
to strategically consider these issues. 
 
Across the asset base asset renewal cash flow is variable over time as it depends on 
services and service levels to be provided in the future, as well as the age and 
condition profile of the asset stock. 
 

7.7 STRATEGIC ASSET MANAGEMENT 

 
Council has an adopted Asset Management Policy. The policy is supported by an 
Asset Management Strategy, which details specific actions to be undertaken by 
Council to improve asset management capability and achieve specific strategic 
objectives. 
 
Asset Management Plans are subsequent components where long term plans (ten 
years and beyond) outline service and funding levels for each asset category. 
 
Council has reached the point where it has identified and funded its critical renewal –  
no asset’s condition goes beyond the defined intervention level.  
 
Council is now in a position to analyse its condition profile and determine and 
understand the cost of a predetermined service level. Alternatively Council may allow 
some assets to degrade in condition, freeing up funds to improve the level of service 
for other assets.  
 
The next phase of strategic asset management is where Council will continue to 
consult with the community on levels of service to better determine what is 
acceptable and affordable to the community and council. Community input will in part 
be achieved through the development of the Community Plan. 
 
The next issue is what services, including their performance levels, are required to 
meet the community outcomes? Finally what infrastructure or assets are required to 
support the service levels?  A review of this nature may result in assets no longer 
being required to support community outcomes.  
 
Council aims to ensure its assets are relevant to the community, as retention of 
unused assets places a financial burden on the community.  
 
Council’s LTFP is presently focused on funding a “service level” that prioritises 
critical renewal and maintains average condition to meet community expectation. 
The challenge ahead is to understand the community’s expectations and provide 
service level and funding options to accommodate this.  
 

7.7.1. STRATEGIC ASSET MANAGEMENT STEERING GROUP 
 

The Strategic Asset Management Steering Group (SAMG) is a cross-functional 
professional team with representatives from all Council departments. The purpose of 
the AMSG is to oversee the decision-making process with respect to the direction of  
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asset management and to ensure the Bayside City Council continues to develop 
total asset management across the organisation. 
 
The SAMG’S (Steering Group) Terms of Reference include: 
 

� Providing policy and strategy advice; 

� Guiding Council’s overall Asset Management Program; 

� Setting priorities for system development while keeping in mind the legislative 
obligations of Council (e.g. Strategic Resource Plan and Council Plan etc.); 

� Facilitating the implementation of appropriate asset management systems 
and asset management plan development; and 

� Reviewing asset management resource requirements. 

 
There is still a deal of work to be done on recording and developing Asset 
Management Plans. The AMSG has developed a template and draft Asset 
Management Plans that will be refined and improved during subsequent years.  

7.7.2 STRATEGIC LEVELS OF SERVICE: ASSET MANAGEMENT  PLANS 
 
Asset management plans provide parameters around condition (that ultimately 
determine levels of service) to be modelled and costed. Council can elect, for 
example, to nominate a minimum condition/level of service, that it will not allow an 
asset category to exceed, and then calculate using predictive modelling the 
investment required to maintain this level of service. 
 
Financial modelling based on predetermined service levels has been undertaken 
across a number of Council’s asset categories. This modelling has been the basis for 
determining Council’s critical renewal investment levels across each asset category.  
 
Within the roads category modelling has been completed for all roads ( limited 
arterial, collector, local) asphalt, spray seals.  
The minimum level of service or critical renewal level is defined as a renewal 
intervention level. That is the minimum service level an asset’s condition can 
deteriorate to prior to renewal intervention. Beyond the intervention level assets 
functionality, cost to renew and safety standard is below what Council considers 
acceptable. 
 
The target in 2010/11 will be to engage Council and the community in discussions 
about levels of service to provide the opportunity for differing service levels to be 
costed and reviewed.  
 
The Asset Management Strategy implementation will result in: 

� Knowing what assets we own (Asset Register); 

� Understanding the condition and expected lives of our assets; 

� Knowing what ‘levels of service’ customers want; 

� Having processes in place to establish priorities and allocate funds; 
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� Knowing the long term funding requirements associated with our assets; and 

� Having documented Asset Management Plans detailing levels of service.  

 
7.8 INFRASTRUCTURE GAP RENEWAL 

During the 2009/10 year an analysis was performed using the Maloney Model 
Renewal results in order to identify Council’s infrastructure renewal gap. The 
Maloney Model compares the current renewal expenditure, the asset valuation and 
quantity, the existing condition of assets and the level at which the asset will be 
renewed (intervention level) in order to determine the required expenditure to meet 
the renewal targets. Both existing condition and intervention levels are based on a 
Maloney 0-10 rating. 
 
When performing the evaluation, the 2009 Council asset valuation was used in the 
model. The asset quantities were retrieved from both the Asset database and the 
Road and Pavements database. The existing asset condition was retrieved from 
condition audits undertaken annually for buildings and every four years for roads and 
footpaths. The renewal expenditure was based on the 2009/10 capital budget and 
works program as well as historical expenditure in maintenance budgets. 
Intervention levels were set in consultation with service managers and also by 
reviewing metro council averages. 
 
Annual Renewal Budget required to fully fund the infrastructure gap (according to 
Maloney analysis): 
 

Category 

 
09/10 Budget 

 
Renewal Gap Target Budget 

Spend 
Building         
  Capital 562,000

  

Operating 
(Programmed 
Maintenance) 242,750

3,900,000 4,704,750

          
Roads         
  Urban Roads 2,545,022 150,000 2,695,022

  

Rural Roads 
(Laneways & 
Carparks) 50,060 400,000 450,060

          
Pathways         
  Capital 1,629,952

  

Operating 
(Maintenance - 
adhoc renewal) 400,000

450,000 2,479,952

          
Drains   1,246,105 (250,000) 996,105
          
Recreation   757,000 150,000 907,000
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The approach taken in order to fully fund the renewal gap is to gradually increase 
expenditure in each of the categories from 2010/11 until 2020/21 at which stage the 
gap will be fully funded. According to the graph above, in 2014/15, Bayside will reach 
the required annual expenditure level, but the gap will not be fully funded until 
2018/19 when the prior years’ underexpenditure is recovered. 
 
7.9 FUTURE ASSET MANAGEMENT 

 
Council has developed asset registers, knowledge and data, built information 
systems to support maintenance renewal, customer service and financial activities 
and is now in a strong position to develop strategic responses through its Asset 
Management Plans to manage “levels of service” into the future.  
 
The goal of infrastructure asset management is to meet a required level of service in 
the most cost effective way through the creation, acquisition, maintenance, 
operation, renewal and disposal of assets to provide for present and future 
customers. 
 
Asset management will remain a major challenge over the life of this LTFP. 
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OUTCOME 
 

1. Assets will be fit for purpose to provide the desired level of service to the 
community 

 

STRATEGY 
 

1. Any new capital works (capital extension) proposals must include a lifecycle 
cost evaluation exercise that identifies and costs the asset construction, 
maintenance, operating and depreciation costs ie. Whole of lifecycle costs. 

 
2. That Council complete asset management plans for all classes of Council 

assets with a focus on ensuring the assets are fit for purpose and provide the 
desired level of service to the community. 

 

KEY ACTION 

 
1. That Bayside Council, having established its critical renewal investment 

levels, completes detailed Asset Management Plans for all classes of Council 
assets incorporating service level assessments. 

2. That Bayside Council, as part of the development of its Asset Management 
Plans, consults with the community to determine how service levels will be 
reached including a combination of improved revenue raising, review of 
existing service levels, asset disposal and composition of the asset portfolio. 

3. That Bayside Council allocates funds to renewal of existing assets rather than 
constructing new assets where possible, noting that as the councils’s 
population expands, it will be necessary to provide the appropriate 
infrastructure. 

4. That Bayside Council allocates additional funding to capital works (renewal) 
as its debt and revenue-raising strategies are completed. 

5. That Bayside City Council adopt the recommendations and findings in relation 
to the Maloney model analysis 

6. That the Renewal gap as identified by the Maloney model be fully funded by 
2018/19. 
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SECTION EIGHT: CAPITAL WORKS PROGRAM 
 

8.1 INTRODUCTION 
 

The previous section discusses the long term issues with respect to Asset 
Management and issues relevant to determine investment levels in capital renewal. 
Council has increased its investment in renewal, as shown by the MAV Viability 
Index, increasing from 0.59 percent in 2004/05, to a projected ratio of 0.90 percent in 
2009/10. 
 
It should be noted 72.0 percent of the capital expenditure is on renewal and upgrade 
projects in the draft capital works program for 2010/11. The total capital program of 
$16.55 million is composed of $4.64 million in new/upgrade assets and $11.92 
million in renewal. 
 
This section includes: 
 

� Level and nature of capital works; 

� Capital Works program 2010/11 – 2020/21 levels of service; 

� 2010/11 capital investment levels 

� Capital funding sources. 

 

Capital expenditure forecast estimate for 2009/10 represents 39.2 percent of rate 
revenue which is below the state average, but higher than the average inner metro 
councils. It should be noted however, that the capital program for 2009/10 included 
one-off expenditure of $8.053 for the extension and refurbishment of the corporate 
centre. 
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Capital expenditure per assessment is slightly higher than the state average with the 
2009/10 projection of $556 per assessment being spent on capital works as 
compared to $433 for the average inner metropolitan councils and $646 for the state 
average. This is in part due to the one-off increased capital expenditure in 2009/10 
for the refurbishment and extension of the corporate centre. 
 
The projected capital outlay as a percentage of total cash outflow is 25.3 percent at 
Bayside City Council compared to the average inner metropolitan councils at 21.0 
percent and the state average of 25.2 percent. This confirms that other councils, in 
the main, have proportionally greater operating budgets than Bayside City Council. 
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8.2 LEVEL AND NATURE OF CAPITAL WORKS 
 

It is important that the asset management issues raised in the previous section 
inform the decisions taken in determining the capital works program. The annual 
budget process will enable Council to identify individual projects for funding. 
The capital works program for the 2010/11 Budget provides $16.551 million in 
expenditure with a contribution in 2010/11 from rate revenue and reserves of 
$15.183 million or 91.7 percent of the program internally funded. 
 
The renewal and upgrade investment of $11.92 million represents 72.0 percent of 
the overall capital program. Three key outcomes from the LTFP will be to maintain 
the critical renewal investment, maintain average condition where desired and where 
achievable maintain the sustainability index at or above 100 percent and to also 
deliver new assets in a growing municipality. 
 
8.3 CAPITAL WORKS PROGRAM 2010/11 – 2020/21 – LEVEL S OF SERVICE 
 

The following are the parameters against which the 2010/11 capital works program 
has been developed: 

� Alignment to Strategic Resource Plan financial growth assumptions with 
respect to expenditure and revenue; and 

� Priority provision for critical renewal investment, then capital renewal, capital 
upgrade with new capital the most discretionary. 

 
In terms of the longer term program to 2020/21 the following parameters / 
assumptions apply: 
 

� Large one-off projects flagged in subsequent years require accurate costing to 
be undertaken and their timing and priority finalised; 

� Continue priority on renewal, followed by upgrade with new capital the most 
discretionary; 

� Provide for expenditure growth required to level of sustainable renewal to 
meet the community’s service level requirements (based on current Asset 
Management Plans) by 2020/21; 

� Income assumptions to remain conservative given they are less predictable;  

� Roads to Recovery income assumed to continue at current level spread 
across relevant projects within the Roads Program; and 

� Meeting required renewal expenditure levels by 2014/15 and closing the 
infrastructure gap by 2018/19. 
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8.4 2010/11 CAPITAL INVESTMENT LEVELS 

 
The 2010/11 capital works program by expenditure type is detailed below: 

 
Capital Expenditure 

Type 
2010/11 

 $m 
2010/11  

% 
Renewal  11.92m 72.0 
Upgrade / new  4.64m 28.0 
TOTAL  16.56m 100.0 

 
 

8.5 CAPITAL FUNDING SOURCES 
 

The development of a ten year capital works program will enable a precise cash flow 
budget to be developed. This program will be completed during the 2010/11 financial 
year. External capital funding sources include capital grants and potential developer 
contributions. 
 
Internal capital funding sources include cash reserves and general rates. The LTFP 
forecasts capital funding sources conservatively. 
 
8.6 CONCLUSION 
 

Council’s capital works program should underpin the needs and priorities as 
determined by Council’s Asset Management system output developed in 
consultation with the community. 
 
It is the Council’s challenge to develop Asset Management Plans that ensure the 
community’s levels of service are met through the delivery of efficient and effective 
services. 
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OUTCOME 
 

1. That we generate sufficient surplus from operations to fund daily operations 
and replace assets 

 

STRATEGY 
 

1. That capital expenditure on asset renewal projects be given priority over 
capital expenditure on new assets (upgrades and extensions).  

 

KEY ACTION 

 
1. That Bayside Council increases its capital works commitment at levels that 

meet or exceed the targets established in this LTFP, and develops a 10 year 
capital works program. 

2. That Bayside City Council initially focuses capital works on maintaining a 
critical renewal level based on maintaining a minimum service level at 
defined renewal intervention levels with the next priority on upgrade and 
new. 
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SECTION NINE: SERVICE PROVISION AND PLANNING 
 

9.1 INTRODUCTION 
 

Council provides a wide range of services, including health and community services, 
youth services, recreation, customer services, asset maintenance, environmental 
and waste management. 
 
This section includes: 
 

� Operating expenditure/revenue; 

� Benchmarking financial performance and indicator analysis 

� Growth of council 

� Service provision and planning 

 
9.2 OPERATING EXPENDITURE/REVENUE 

 
Council’s operating costs and revenue for 2010/11 are $ 81.5million and $88.8 
million respectively. Council’s operation includes provision of building, 
planning, economic development services, community services, infrastructure 
planning, operations and corporate support services. 
 
 

Operating Income Budget 2010/11

Rental Income
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Fees & Charges
12%

Operating Grants & 
Contributions
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Rate Revenue
71%
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Operating Expenses Budget 2010/11

Depreciation
14%

Borrowing Costs
1%

External Contracts
26%

Materials & Other
22%

Employee Costs
37%

 
 
9.3 BENCHMARKING – FINANCIAL PERFORMANCE INDICATOR ANALYSIS 
 

Bayside City Council has achieved: 
 

� Relatively low overall operational costs (including employee costs) in 
comparison to Councils in the inner metropolitan category; 

� Utilisation of loan funds confirmed as a viable means of funding Council’s 
capital expenditure in the development of new assets.  

� Council’s debt ratios remain below Prudential Limits; and 

� Maintaining a strong capital works program, particularly in asset renewal, 
continues to be a desirable strategy for Council. 

 
This independent report undertaken by Strategy Plus in 2009/10 confirmed the 
benefits and outcomes of Council’s financial strategies. The financial sustainability 
analysis undertaken by the Victorian Auditor General’s Office (VAGO) in December 
2009 confirmed these findings. 
 
9.4 GROWTH OF COUNCIL 

 
The following graph details the population growth in Bayside. 
 

 2002 2003 2004 2005 2006 2007 2008 2009 
Population 
Growth 

89,432 89,934 90,151 90,778 91,730 92,346 93,033 93,284 
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During the past decade steady growth has occurred in the number of planning 
applications received at Bayside. The increase in applications and in the population 
indicates good economic health in the municipality. However, this also indicates 
greater demand on Council services now and in the future. There will also be a 
greater demand on Council for social infrastructure to support a growing community. 
 

 
 
 
 
 
 

 
 
 



    
 Long Term Financial Plan 2010/11-2020/21 

71 | P a g e  
 

 

 
 

From a building perspective, the municipality has been steadily growing. Bayside is a 
comparatively strong municipality in terms of metropolitan growth. 
 

9.5 SERVICE PROVISION AND PLANNING 

 
Ultimately, Council determines the range and level of services it is able to offer the 
community and this is reviewed annually based on the outcome of community 
consultation undertaken during the year. 
 
This is finalised through the annual budget process with the LTFP providing 
preliminary guidance based on the service delivery model from the previous year. 
One of the key objectives of Council’s LTFP is to maintain existing service levels and 
maintain a satisfactory operating position over the life of the LTFP. The most 
significant service delivery areas likely to impact on the 2010/11 operating position 
include: 
 

� Waste management levy and disposal costs 

� Information systems – Microsoft licensing program 

� Capacity to fund renewal capital and new capital 

 
9.6 CONCLUSION 
 

Managing growth and the range and level of services provided will remain an 
ongoing challenge. 
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OUTCOMES 
 

1. That Bayside City Council generates sufficient surpluses from operations 
to continue to provide the existing level of services to our community. 

 

STRATEGY 
 

1. That Council continues to consult with the community to determine how 
desired service levels will be reached including a combination of improved 
revenue raising, rationalization and review of existing service levels. 

 

KEY ACTIONS 

 
1. That Bayside City Council annually determines the range and level of 

service provision through the budget process incorporating an analysis of 
organisational and financial capability. 
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SECTION TEN: STRATEGIC FINANCIAL PLAN 
 

10.1 INTRODUCTION 

 
There are a number of dynamic variables that may influence the outcomes 
expressed in this LTFP. They include: 

� Rating levels and supplementary rate income; 

� Government grant revenue (both recurrent and capital); 

� Asset revaluations (major impact on fixed asset value and depreciation); 

� Asset sales; 

� Mix of funding between capital works/special projects (new initiatives); and 

� Level of growth factor applied to expenditure items / rate of 
expenditure/activity level. 

This section includes: 

� Modelling methodology; 

� Financial assumptions; and 

� Conclusion 
 

10.2 MODELLING METHODOLOGY 
 

This section details the approach to financial modelling used in the preparation of the 
LTFP and provides background about the major financial assumptions that were 
applied. 
 
The financial model has been prepared at the lowest accounting level within 
Council’s general ledger system being sub-activity level. At this level, certain 
accounts were coded for manual adjustment rather than broad percentage increases 
(for example, election expenses occur once every four years). It is not always 
possible to multiply the previous year’s base by a percentage to achieve a correct 
forecast. 
 

NAB capital forecast the underlying Consumer price Index (CPI) to be 2.1% for the 
following two financial years.  The Reserve Bank target rate for inflation is that it 
remains between 2 and 3 percent. 
 
The base point used for financial modelling has been the forecast result for 30 June 
2010 as prepared at the end of the March quarter (31 March 2010). Where a 
Consumer Price Index (CPI) has been used in calculations it has been modelled at 
being 3.0% per annum (assumed) in the forward budgets. 
 
While the LTFP uses the more specific assumptions as detailed in Appendix B and 
the pages that follow, it will not remove the need for Council to continue to achieve 
operational efficiencies.  
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The LTFP intends to establish a framework for Council to benchmark its 
performance. Where further efficiencies can be achieved, funds will be dedicated to 
asset renewal, maintenance or improved service provision. 
 

The graph summarises key financial indicators for the next ten years as set out in the 
Long Term Financial Plan for the years 2010/11 to 2020/21.  The projected result for 
2009/10 is also included. 

Long Term Projections Model
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Operating Result 6,299 7,316 6,657 7,741 8,804 9,606 10,696 11,554 12,127 13,237 14,041 15,486

Cash 14,309 16,615 19,940 23,461 26,965 30,482 34,343 39,196 44,387 51,264 58,164 66,988

Capital Expenditure 22,684 16,189 16,375 17,515 18,563 20,142 21,769 22,646 23,859 24,616 25,397 26,204

Borrowings 17,500 17,000 16,500 16,000 15,500 15,000 14,500 14,000 13,500 13,500 12,500 12,000

Rate Income 57,869 61,773 65,555 69,361 73,376 77,612 82,080 86,795 91,768 97,015 102,55 108,39

P&L before Capex Funding 4,266 5,948 5,242 6,276 7,287 8,036 9,071 9,872 10,387 11,436 12,177 13,557

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

 

10.3 FINANCIAL ASSUMPTIONS 
 
The following information explains the major financial assumptions applicable to the 
financial option considered by Council prior to community input. Appendix B details 
these financial assumptions with the explanation supporting their calculation. 

10.3.1 LABOUR AND ON-COSTS 
 
Increases in labour and on-costs are composed of two elements. The elements are 
enterprise agreement increments and movements within bandings as part of the 
annual performance review process. The table below highlights these assumptions. 

 

Year 2008/09  
% 

2009/10 
% 

2010/11 
% 

2011/12  
% 

2012/13 to 2019/20 
% 

EBA Increase 4.0 4.0 4.0 4.0 4.0 
Award Increments  0.9 0.9 0.9 0.9 0.9 
Growth 1.2 (0.9) 1.6 1.6 1.6 
Total  6.1 4.0 6.5 6.5 6.5 
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The employee costs for 2010/11 and forward budgets have been adjusted to take 
into account anticipated Enterprise Bargaining Agreement (EBA) wage movements. 
The 2010/11 total of 4.0 is based on an estimated 98 percent occupancy (assumes 
an average of 2 percent vacant positions during the year). The prior 2009/10 year 
reflected a 97 percent occupancy while the ensuing years are based on 98 per cent 
occupancy in light of the anticipated economic conditions and expected availability of 
staff resources.  
 
The Long Term Financial Plan has therefore been modified to reflect the EBA 
movements and the future years have also been refined to allow for EBA movements 
of 4% per annum. 
 
The annual movement between prices and wages in the LTFP now has parity with 
CommSec CPI and Wages Prices Index (WPI) predictions. 
 

 
 
The future years of the plan from 2011/12 onwards have factored in staff increases 
to notionally increase by 5 EFT per year to accommodate expected population 
growth and service level expectations being maintained. 
 

10.3.2 DEPRECIATION 
 
Depreciation estimates are based on the projected capital spending contained within 
each assumption. Depreciation estimates are influenced by future asset revaluations 
and depreciation charges are assessed following condition assessments. On 
average council assets are 46 percent through their useful life with an average of 54 
years remaining. 
 

10.3.3 MATERIALS AND CONTRACTS 
 
The broad assumption in materials and contracts is for an increase matching CPI.  
Outside of these broad parameters there have been a number of manually assessed 
items in this area including (election costs every four years, valuation cost every two 
years and annual fluctuations in insurance costs.) 
 

Staff 
Compliment 

2008/09  2009/10 2010/11  2011/12  2012/13 to 
2019/20  

 Total EFT Total  EFT Total  EFT Total EFT Total  EFT 
Full time 230 230 238 238 239 239 242 242 245 245 
Part time  232 118.50 230 117.23 253 127.02 257 129.02 261 131.02 
Casual 50 12 50 12 50 12 50 12 50 12 
Total 512  360.50 518 367.23 542 378.02 549 383.02 556 388.02 
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10.3.4 NEW INITIATIVES 
 

These works are essentially one-off expenditures that do not constitute the creation 
of an asset. The expenditure for 2010/11 has been reduced from the previous year in 
line with Bayside City Councils commitment to address the infrastructure renewal 
gap as a priority. The level of funding through the life of the LTFP has been modeled 
at $1 million plus CPI increases. 

10.3.5 DEBT SERVICING  
 
Council borrowings are interest only and are dealt with in detail in Section 4. New 
borrowings of $1.5 million are provided for in the 2010/11 Budget. A planned 
reduction in debt has been included in the financial model for 2011/12 to 2020/21 of 
$0.5m per annum. 
 
10.3.6 RATE REVENUE 
 

The 2010/11 Budget is based on an increase of 6.4 percent for rates and municipal 
charges collected. The mechanism to estimate supplementary revenue is at present 
an arbitrary one, based on historical dollar returns with forward probable 
development revenue estimated. Developing improved mechanisms is a difficult task 
given supplementary rate growth occurs not only via the creation of new 
subdivisions, but also with improvements on existing properties.  
 
In addition, revaluations every two years bring the potential for revenue loss through 
successful appeals against valuations being upheld. 

10.3.7 GRANT REVENUE 
 

An allowance of $8.64 million has been made as operating grant revenue for 
ongoing services and projects in 2010/11. In broad terms, an 4 percent per annum 
increase has been allowed for operating grants reflecting the nature of this revenue 
type, which has seldom increased by CPI across the board. Reimbursements from 
the State Revenue Office for land valuations have also been included in the 
appropriate years. An allowance of 3 percent has been made allowed for the Victoria 
Grants Commission grant. 
 
10.3.8 FEES AND CHARGES 
 

Fees and charges that Council has discretion over have been increased by 5 percent 
in the 2010/11 budget providing $10.7 million. 
 

10.3.9 STATUTORY FEES AND FINES 
 
Council has no control over a large amount of statutory fees prescribed by the State 
Government. Fines include town planning, local laws and parking. It is estimated that 
they will generate $1.9 million in 2010/11. 
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10.3.10 INTEREST ON INVESTMENTS 
 
Interest on investments has been estimated based on cash flow. 
 

10.3.11 CAPITAL GRANTS 
 
Capital grant revenue is $1.4 million in 2010/11, with revenue from future years 
estimated to fund future capital works. Capital grants have been forecast 
conservatively. Funds raised above or below the forecast amount will directly impact 
on the level of capital expenditure achievable. While conservative amounts have 
been included, it should be noted that Council does not pursue part-funded capital 
works that do not fit with its strategic direction. 
 

10.3.12 CAPITAL EXPENDITURE 
 

Capital expenditure amounts for local roads, water quality, waste and information 
technology (renewal), and the like and have been directly budgeted for during the 
next ten years. The balance of capital expenditure has been left unallocated at this 
point. These funds may be available for capital renewal (priority), capital upgrade or 
new capital. Council will develop a ten year capital works program during the 
2010/11 financial year. 
 
10.4 CONCLUSION 

 
The Long Term Financial Plan was adopted, by Council at its Ordinary meeting on 
22 June 2009. The LTFP continues to provide a financial framework for Council, 
enabling an assessment of Council resources and assisting Council to plan and fund 
capital infrastructure and meet future community aspirations. The Standard 
Statements (financial statements) are detailed in Appendix B. 
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OUTCOME 
 

1. To provide a reasonable degree of consistency and stability in the level of the 
rates burden. 

 

STRATEGY 
 

 That Council, as part of the statutory process for the Council Plan / 
Strategic Resource Plan / Budget consultation, places the Long Term 
Financial Plan on exhibition for community comment. 

 

KEY ACTION 

 
1. That Bayside Council finalises its preferred rating option for its strategic 

financial model to fund the Council Plan, capital expenditure and service 
delivery through the annual budget process. 
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APPENDIX A GLOSSARY OF TERMS - DEFINITIONS 
 

Adjusted operating 

surplus/deficit 

Operating surplus/deficit less revenue from capital 

(non-recurrent) grants, developer contributions (i.e. 

assets contributed), asset revaluations, sale of assets 

plus expenditure from asset revaluations, WDV of 

assets sold and unfunded superannuation expense. 

Adjusted total operating expenses Total operating expenses as per the “Statement of financial 

performance” – net of asset revaluations, unfunded 

superannuation expense and WDV of asset sold. 

Adjusted total revenue Total revenue from “Statement of financial performance” – 

net of asset sales, asset contributions in kind. Capital grant 

funding and revaluation adjustments. 

Capital grants (non-recurrent) Capital or non-recurrent grants as disclosed in notes. 

Current assets Total current assets from “Statement of financial position”. 

Current liabilities Total current liabilities from “Statement of financial 

position” 

Debt redemption Debt principals repayments. 

Debt servicing costs (interest) Total borrowing costs or interest expense as per the 

“Statement of financial performance” or as disclosed in note 

in some councils’ statements. 

Fees and charges revenue Total fees and charges revenue as per the “Statement of 

financial performance” or as disclosed in note in some 

councils’ statements (includes fines). 

Grant income and reimbursements Total grants revenue as per the “Statement of financial 

performance” or as disclosed in note in some councils’ 

statements (includes Vic Roads sometimes shown as 

“reimbursements” by some councils). 

Granted assets Total value of assets received from developers (in kind) as 

per the “Statement of financial performance” or as disclosed 

in note in some councils’ statements. 

Interest earnings Total interest received as per the “Statement of financial 

performance” or as disclosed in note in some councils’ 

statements. 

No. of rateable properties Number of rateable properties in municipality. 

Non-current liabilities Total non-current liabilities from “Statement of financial 

position”. 

Proceeds from sale of non-current 

assets 

Total proceeds from asset sales as per the “Statement of 

financial performance” or as disclosed in note in some 

councils’ statements, (gross received not Written-down 

value). 

Rate revenue Total rate revenue as per the “Statement of financial 

performance” or as disclosed in note in some councils’ 

statements. 

Rates outstanding at end of year Rate debtor amount as disclosed in “Receivables” note. 

Total assets Total assets from “Statement of financial position”. 

Total capital asset outlays Payments for capital purchases per the “Cash flow 

statement”. 

Total cash inflows from operations, Total inflows per the “Cash flow statement”. 
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finance and Investment Act 

Total cash outflows from operations, 

finance and Investment Act 

Total outflows per the “Cash flow statement”. 

Total depreciation Total depreciation expense as per the “Statement of 

financial performance” or as disclosed in note in some 

councils’ statements. 

Total depreciation on infrastructure 

assets 

Total depreciation on infrastructure assets as disclosed in 

“Depreciation expense”” note. 

Total debt Total interest bearing liabilities (current and non-current) 

from “Statement of financial position”. 

Total indebtedness Total liabilities (current and non-current) from “Statement of 

financial position”. 

Total infrastructure assets Total infrastructure assets from “Statement of financial 

position” or as disclosed in note (Written-down value). 

Infrastructure includes roads, bridges, drains, road 

structures, other structures, playground equipment, and 

other like categories. Heritage assets have been deemed to 

be building assets. Work in progress, where not separately 

split, has been included as infrastructure. 

Total net realisable assets Total assets less total infrastructure assets. 

Total operating expenses Total operating expenses as per the “Statement of financial 

performance”. 

Total revenue Total revenue from “Statement of financial performance” 

Written-down value of assets sold Written-down value of assets sold as per the “Statement of 

financial performance” or as disclosed in note in some 

councils’ statements. 
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APPENDIX B STANDARD FINANCIAL STATEMENTS 

   
 
The following four budgeted standard statements form a special purpose financial 
report prepared specifically to meet the requirements of the Local Government Act 
1989, relating to standard statements. 

 
 

A) Budgeted Standard Income Statement 
 
  2009/10 2009/10 2010/11 2011/12 2012/13 2013/14 
  Budget  Forecast  Budget  Outlook  Outlook  Outlook  

  $'000's  $'000's  $'000's  $'000's  $'000's  $'000's  
Revenue         

Rates and charges  57,809 57,869 61,773 65,555 69,361 73,376 

Grants and contributions - 
operating 

 

8,516 8,063 8,640 8,986 9,345 9,719 

Grants and contributions - 
capital 

 

1,344 2,033 1,368 1,416 1,465 1,517 

User charges, fees and fines  14,252 15,033 15,877 16,178 16,843 16,824 
Interest  928 1,091 1,111 1258 1,461 1,676 

Total revenue  82,849 84,089 88,769 93,393 98,475 103,112 
        

Expenses        

Employee benefits  28,052 27,563 29,741 32,054 33,733 35,925 

Materials and services 
 

17,413 17,291 17,613 18,730 19,385 20,064 
External contracts  21,117 21,051 21,407 22,463 23,442 24,295 
Depreciation  11,972 10,790 11,509 12,331 13,042 12,897 
Finance costs  1,076 1,095 1,183 1,158 1,133 1,127 
Total expenses  79,630 77,790 81,453 86,736 90,735 94,308 
        

Surplus for the year 
 

3,219 6,299 7,316 6,657 7,740 8,804 
 
 
The budgeted standard income statement shows what is expected to happen during 
the year in terms of revenue, expenses and other adjustments from all activities.  
 
The budgeted standard income statement is a required format for reporting in 
Council’s year-end audited financial statements (Annual Report). 
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B) Bu dgeted Standard Balance Sheet 
 

 2009/10 2009/10 2010/11 2011/12 2012/13 2013/14 
 Budget  Forecast  Budget  Outlook  Outlook  Outlook  
 $'000's  $'000's  $'000's  $'000's  $'000's  $'000's  

Current assets        

Cash and cash equivalents 12,480 14,309 16,615 19,940 23,461 26,965 
Trade and other receivables 2,531 2,665 2,836 2,923 3,061 3,111 
Inventories 50 50 51 54 56 58 
Other assets 603 609 620 655 691 724 
Total current assets 15,664  17,633 20,122 23,572 27,269 30,858 
        

Non-current assets        

Trade and other receivables 149 99 106 112 119 125 

Property, plant and equipment, 
infrastructure 1,790,969 1,680,295 1,685,337 1,689,019 1,693,492 1,699,158 
Other assets - 200 200 200 200 200 
Total non-current assets 1,791,118  1,680,594 1,685,643 1,689,331 1,693,811 1,699,483 
        

Total assets 1,806,782  1,698,227 1,705,765 1,712,903 1,721,080 1,730,341 
        

Current liabilities        

Trade and other payables 6,198 6,108 6,230 6,575 6,835 7,081 
Interest bearing loans and borrowings 2,000 2,000 1,500 1,500 1,000 2,000 
Provisions 5,102 5,184 5,508 5,854 6,222 6,610 
Trust funds and deposits 2,304 2,458 2,581 2,710 2,847 2,988 
Total current liabilities 15,604  15,750 15,819 16,639 16,904 18,679 
        

Non-current liabilities        

Interest bearing loans and borrowings 15,500 15,500 15,500 15,000 15,000 13,500 
Provisions 1,025 982 1,135 1,296 1,468 1,650 
Total non-current liabilities 16,525  16,482 16,635 16,296 16,468 15,150 
        

Total liabilities 32,129  32,232 32,454 32,935 33,372 33,829 
        

Net assets 1,774,653  1,665,995 1,673,311 1,679,968 1,687,708 1,696,512 
        

Equity        

Accumulated surplus 324,246 328,278 335,594 342,251 349,991 358,795 
Reserves 1,450,407 1,337,717 1,337,717 1,337,717 1,337,717 1,337,717 
Total equity 1,774,653  1,665,995 1,673,311 1,679,968 1,687,708 1,696,512 
 
 
 
The budgeted standard balance sheet shows a snapshot of the expected financial 
situation at the end of each year. It shows the total of what is owned (assets) less  
what is owed (liabilities). The ‘bottom line’ of this statement is net assets, which is 
the net worth of Council. 
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C) Budgeted Standard Cash Flow Statement 
 

 2009/10 2009/10 2010/11 2011/12 2012/13 2013/14 
 Budget  Forecast  Budget  Outlook  Outlook  Outlook  
 $'000's  $'000's  $'000's  $'000's  $'000's  $'000's  

Cash flows from operating activities 
      

Receipts       

Receipts from ratepayers 57,751 58,046 61,714 65,499 69,304 73,316 
Interest received 953 1,112 1,110 1,251 1,450 1,665 

User charges, fees and fines (inclusive of GST) 15,251 15,952 16,883 17,275 17,941 18,007 

Grants and contributions received (inclusive of 
GST) 10,160 11,072 10,393 10,795 11,219 11,660 
Net GST refund 3,894 4,121 3,507 3,620 3,844 4,068 
        
Payments        
Payments to employees  (27,547) (27,189) (29,257) (31,540) (33,186) (35,347) 

Payments to suppliers (inclusive of GST) (43,539) (44,823) (43,943) (46,032) (48,038) (49,817) 

Net cash provided by operating activities 16,923  18,291 20,407 20,868 22,534 23,552 
       
Cash flows from investing activities       

Payments for property, plant and equipment, 
infrastructure (19,106) (22,484) (16,551) (16,013) (17,515) (18,563) 
Acquisition of investments  (200)     

Net cash used in investing activities (19,106)  (22,684) (16,551) (16,013) (17,515) (18,563) 
       

Cash flows from financing activities       
Finance costs (1,067) (1,097) (1,173) (1,159) (1,134) (1,127) 

Proceeds from interest bearing loans and 
borrowings 2,000 2,000 1,500 1,000 1,000 500 

Repayment of interest bearing loans and 
borrowings (2,000) (2,000) (2,000) (1,500) (1,500) (1,000) 

Proceeds from trust funds and deposits 109 117 123 129 136 142 

Net cash provided by financing activities (958)  (980) (1,550) (1,530) (1,498) (1,485) 
       

Net increase(decrease) in cash and cash 
equivalents (3,141) (5,373) 2,306 3,325 3,521 3,504 

Cash and cash equivalents at the beginning 
of the year 15,621 19,682 14,309 16,615 19,940 23,461 

Cash and cash equivalents at the end of the 
year 12,480 14,309 16,615 19,940 23,461 26,965 

 



    
 Long Term Financial Plan 2010/11-2020/21 

84 | P a g e  
 

 
The budgeted standard cash flow statement shows what is expected to happen 
during the year in terms of cash. It explains what cash movements are expected to 
result in the difference in the cash balance at the beginning and the end of the year. 
 
The net cash flows from operating activities, shows how much cash is expected to 
remain after paying for providing services to the community which is available to be 
invested in items such as capital works. 

 
 

D) Budgeted Standard Capital Works Statement 
 

2009/10 2009/10 2010/11 2011/12 2012/13 2013/14 
 Budget  Forecast  Budget  Outlook  Outlook  Outlook  

 $'000's  $’000’s  $'000's  $'000's  $'000's  $'000's  

Capital Works Area 
      

Council buildings 9,631 11,899 4,136 4,927 5,599 5,796 
Information systems 387 287 583 408 418 429 
Library systems  420 420 440 442 453 464 
Drainage infrastructure 1,085 1,293 1,835 1,162 1,203 1,245 
Roads infrastructure 4,459 4,504 5,475 5,737 6,388 7,055 
Parks and sportsgrounds 2,234 3,438 2,928 2,383 2,466 2,552 
Foreshore infrastructure  890 843 1,154 954 988 1,022 
        

Total capital works 19,106  22,684 16,551 16,013 17,515 18,563 
       

       

Types of capital works       

       

New assets 8,487 11,764 4,636 4,462 5,116 5,292 
Asset renewal  10,619 10,920 11,915 11,551 12,399 13,271 
       
Total capital works 19,106  22,684 16,551 16,013 17,515 18,563 
 
 
 
The budgeted standard capital works statement sets out all expected capital 
expenditure in relation to non current assets for the year. It also reflects the amount 
of capital works expenditure dissected between the following types: 
 
New Assets - Upgrade, expansion or creation of new assets 
Asset Renewal – Renewal of existing assets 
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Indicator         Target 
 
Financial Health 
 
Underlying result (net surplus / revenue)    Greater than zero 
- Sufficient operating income to cover operating expenses 
 
Liquidity (current assets / current liabilities)   1 or greater 
The ability to pay existing liabilities within the next 12 months 
 
Debt Management 
 
Debt Management - Indebtedness as percentage of rates & charges Less than 80% 
 
- This measures the total indebtedness as a percentage  
   of rates & charges as loans are secured against the revenue  
   stream from rates. 
 
Indebtedness (non-current liab./own source revenue)  Less than 40% 
- The ability to repay debt from own source revenue being  
   revenue not tied to specific projects 
 
Debt servicing costs as % total revenue    Less than 5% 
- The proportion of total revenue required to service  
   Council’s debt costs 
 
Capital Expenditure 
 
Self-financing (net operating cash / underlying revenue) Greater than 20% 
- The ability to replace assets using cash generated from  
   day to day operations  
 
Investment gap (capital spend / depreciation)   Greater than 1 
To ensure sufficient spending on capital renewal 
 
Percentage achievement of capital expenditure   Greater than 80% 
- Measures the level of capital project completion 
 
Debtor Management 
 
Percentage of rates and charges outstanding   Less than 3% 
- Measures the efficiency for collection of outstanding  
   rates and charges.  



 
 

Ordinary Meeting of Council 
Attachments 

 
 
 
 

22 June 2010 
 
 
 
 
 

Item 10.14 
 
 
 
 

Budget 2010 / 2011 
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6.2 FINANCIAL INDICATORS 
 

The following table reports Council’s projected financial performance across a range 
of key indicators. The indicators are based on the proposed budget plus financial 
projection recorded in the budgeted standard statements. 
 

  
Forecast 

Year  
Budget 

Year 
Budget 

Year 
Budget 

Year 
Budget 

Year 
Budget 

Year 
  2010 2011 2012 2013 2014 2015 

  $000's $000's $000's $000's $000's $000's 
       
       
Underlying result (net surplus / revenue) 7.49% 8.24% 7.13% 7.86% 8.54% 8.84% 

Liquidity (current assets / current liabilities)            1.12             1.27             1.42             1.61             1.65             1.77  
Self-financing (net operating cash / underlying 
revenue) 22.29% 23.35% 22.69% 23.23% 23.18% 23.43% 
Indebtedness (non-current liab./own source 
revenue) 22.28% 21.12% 19.63% 18.78% 16.49% 15.30% 

Investment gap (capital spend / depreciation)            2.10             1.44             1.30             1.34             1.44             1.47  

       

Debt servicing costs as % total revenue 1.30% 1.33% 1.24% 1.15% 1.09% 1.00% 
Debt Mgmt - Indebtedness as % of rates & 
charges 30.24% 27.52% 25.17% 23.07% 21.12% 19.33% 

       

Rates & charges as % total revenue 70.52% 70.68% 71.27% 71.50% 72.22% 72.45% 

Rates & Charges per Assessment  $     1,419   $     1,507   $     1,592   $     1,676   $     1,765   $     1,858  

Operating expenses per assessment  $     1,936   $     1,988   $     2,106   $     2,193   $     2,268   $     2,372  

       

Capital expenses per assessment  $        565   $        404   $        389   $        423   $        446   $        482  
 
 
 
The Victorian Auditor General when measuring the financial performance of Local 
Government, reports on the following ratios: 

1. Underlying result – sufficient operating income to cover operating expenses. 
(target greater than zero) 

2.  Liquidity – the ability to pay existing liabilities within the next 12 months 
(target greater than 1.0) 

3. Self financing – the ability to replace assets using cash generated from day to 
day operations (target greater than 20.0) 

4.  Indebtedness – the ability to repay debt from own source revenue being 
revenue not tied to specific projects (target less than 40.0) 

5. Investment gap – to ensure sufficient spending on capital renewal (target 
greater than 1.0) 
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The following additional ratios are designed to measure debt management as well as 
other prudent financial indicators: 
 

� Debt servicing costs as % total revenue – the proportion of total revenue 
required to service Council’s debt costs (target less than 5.0) 

 
� Debt management – This measures the total indebtedness as a percentage of 

rates & charges as loans are secured against the revenue stream from rates. 
(target  less than 80.0) 

 
� Rate revenue as % of total revenue - identifies Council’s reliance on revenue 

from rates and charges. At 70.7% Council is heavily reliant on rate revenue as 
its major source of recurrent income 

 
� Rates unpaid as % of total rates and charges – Measures the efficiency for 

collection of outstanding rates and charges.(target less than 3.0%) 
 

� Operating expenses per assessment – this ratio measures Council’s 
operational efficiency or expense outlay for each rateable property. Bayside’s 
measure of $1,988 for each assessment is favourable relative to the average 
for inner metropolitan Melbourne 

 
� Capital expenses per assessment - the average capital investment by Council 

for each ratepayer.  
 

 
 

6.3 RESERVES  

 
Council proposes to hold a total of $9.6 million reserve funds and a cash backed 
long service leave provision of $3.0 million at the completion of the 2010/11 budget 
year as follows: 
 

� Statutory reserves 
o Resort and recreation reserve  $2.9 million 
o Car parking reserve   $0.4 million  

 
� General reserve    $3.3 million 

 
� Long service leave provision  $3.0 million  
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6.4 PURPOSE OF RESERVES  

 
 

Cash Reserves: 
 
Resort and Recreation Reserve – Receives inflows from sub divisional income that is 
transferred to this reserve for future allocation to capital projects. Property 
developers and subdivides are required to contribute to this reserve to be allocated 
to capital projects that either acquire or improve land for use as public open space.  
 
Car Parking Reserve – This reserve is designed to hold funds for allocation to car 
park project works. There is limited funds and minimal activity to this reserve.  
 
 
Infrastructure Reserve – As documented in the long term financial plan, identified 
savings from the operating budget are to be quarantined to the infrastructure reserve 
for the purposes of either allocation to infrastructure renewal or retirement of debt. 
 
General Reserve – This reserve reflects the balance of cash that is available for 
future and unforeseen project works and services.  
 
Long Service Leave – Council is required to ‘cash back’ sufficient funds to repay all 
long service leave entitlements. 
 
Non Cash Reserve: 
 
The asset revaluation reserve – This reserve is identified for the purposes of 
Accounting Standards and is not cash backed. This reserve balance reflects the 
extent of revaluation of Council’s infrastructure assets. 
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SECTION SEVEN: RATING STRATEGY 
 
7.1 RATING DEVELOPMENT  

 
In developing the 2010/11 Budget, rates and charges were identified as an important 
source of revenue. It is therefore necessary to achieve further revenue growth while 
containing costs of a discretionary nature to ensure ongoing liquidity. The 
contribution from operating surplus towards capital investment of $17.4 million 
provides the major source of revenue to fund capital projects.   
 
7.2 RATING STRUCTURE  

 
Council has established a rating structure comprising: 
  

� Property values reflecting the capacity of the community to pay (General rate) 
� User pays component to reflect the usage of the waste management services 

provided by Council. 
 
Council applies the Capital Improved Value (CIV) basis on the grounds that it 
provides the most equitable distribution of rates across the municipality. The total 
valuation for the purposes of applying 2010/11 rates is an amount of $40.8 billion. 
This compares to the 2009 amount of $37.9 billion that was returned by Council’s 
values at the time of the last revaluation.  The increase of $2.9 billion relates to the 
impact of the 2010 revaluation.  All rateable properties were revalued as at 1 
January 2010.  The previous revaluation was conducted on 1 January 2008.  
 
Council also levies a waste management service charge as well as a municipal 
charge as allocated under the Local Government Act 1989 
 
A detailed analysis of the rates and charges is contained in Section 9.5 Statutory 
Disclosures. 
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SECTION EIGHT: BORROWING STRATEGY 
 
Council has identified borrowings as an important source of funding for capital 
project works. Following a period of increased borrowings to improve the 
infrastructure throughout the city, Bayside had previously embarked on a strategy of 
maintaining debts to a manageable level of $17.5 million. By contrast Council has 
relied on surplus from operations as well as reduction to cash and investment 
reserves to fund a level of capital works programs required to maintain the city's 
infrastructure. The long term financial plan is formulated on a gradual strategy of 
debt reduction commencing from the 2010/11 financial year. 
 
The following table provides an analysis of Council borrowings as well as the prudent 
ratios applicable for debt and borrowing costs. 
 
Year Borrowing 

liability 30 
June 

 

Borrowing 
costs  

 

Liquidity  
CA/CL(1)  

Debt Mgmt 
debt/rates(2)  

Debt mgmt 
service 

costs/revenue(3)  

 $’000’s $’000’s Ratio % % 
      
2006 16,636 1,019 1.1 38.0 1.5 
2007 17,500    976 1.3 37.1 1.4 
2008 17,500 1,050 1.4 34.4 1.4 
2009 17,500 1,115 1.2 32.4 1.4 
2010 17,500 1,076 1.0 30.3 1.3 
2011 17,000 1,183 1.3 27.5 1.3 

 
 
(1) CA/CL – Current Assets/Current Liabilities 
(2) Debt/Rates loan liability/revenue from rates and charges 
(3) Service costs/revenue – borrowing costs/total revenue 
 
Council proposes to take up $1.5 million new borrowings to partly fund the capital 
works program. The total loan borrowings is to be reduced to $17 million in 2010/11 
due to a $2 million loan repayment falling due within the financial year. 
 
Future targets 
 
The forward financial plan is based on projected total debt of $17.0 million at the end 
of the current financial year with projected reduction of $0.5 million per annum.  This 
would result in the VAGO ratio of indebtedness (non-current liab./own source 
revenue) reducing from 22.28% per cent (2009/10 year) to 15.30% percent at the 
completion of the 2014/15 year. 
 
Loan borrowings are to be applied to “one off” or new capital works rather than 
expenses that require an ongoing revenue stream such as the replacement of 
existing infrastructure. This would mean that Council’s additional loan borrowing 
should not exceed the amount of new capital works.  
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SECTION NINE: REPORTS 
 

9.1 INCOME STATEMENT 
 

The income statement identifies Council’s operating (services and new initiatives) 
program income/expenditure as well as how Council proposes to fund its capital 
projects program. 

 
2009/10 
Budget 

2009/10 
Forecast 

2010/11 
Budget 

Budget to 
budget 

variance 
fav./(unfav)  

 $000's $000's $000's $000's 
   
Operating income   
Rates and charges     57,809.2 57,869.4     61,772.8 3,963.6
Operating grants and contributions        8,416.5 8,063.0       8,625.7 209.2
Fees & charges        9,176.2 10,138.7     10,667.3 1,491.1
Rental income        3,202.3 3,267.3       3,314.1 111.8
Fines        1,603.2 1,330.0       1,890.0 286.8
Interest income           928.0 1,091.0       1,090.0 162.0
Total services income 81,135.4 81,759.4 87,359.9 6,224 .5
New Initiatives 370.6 297.0 22.0 (348.6)
Total operating income 81,506.0 82,056.4 87,381.9 5,87 5.9
   
Operating expenses   
Employee benefits 27,837.8 27,430.9 29,654.7 (1,816.9)
Materials and services 16,488.9 16,645.4 16,502.4 (13.5)
External contracts 20,862.0 20,805.5 21,286.8 (424.8)
Finance costs 1,075.6 1,095.0 1,182.5 (106.9)
Total services expense 66,264.3 65,976.8 68,626.4 (2,3 62.1)
New Initiatives 1,393.9 1,023.2 1,317.4 76.5
Total operating expenses 67,658.2 67,000.0 69,943.8 (2 ,285.6)
   
Net surplus/(deficit) 13,847.8 15,056.4 17,438.1 3,590 .3
   
Less depreciation 11,972.1 10,790.0 11,509.0 463.1
   
Net surplus/(deficit) after 
depreciation 1,875.7 4,266.4 5,929.1 4,053.4
   
Capital grants & contributions 1,343.9 2,032.6 1,367.9 24.0
   
Operating Result 3,219.6 6,299.0 7,297.0 4,077.4
   
Capital Projects 19,105.5 22,684.2 16,550.7 2,539.5
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9.2 SERVICES BUDGET 
 

The services budget is the delivery of the same program or level of service contained 
in the prior year budget.  The net cost (expenses less income) of Council’s services 
budget are detailed below: 
 
 

Department 2009/10 
Budget  
 $’000’s  

2009/10 
Forecast  

 $’000’s  

2010/11 
Budget  
 $’000’s  

Budget to 
budget  

variance 
fav./(unfav.)  

$’000’s  
Executive Office 400 400 399 1 
People and 
Performance 823 868 895 (71) 
Communications and 
Engagement 745 739 763 (18) 
Directorate - Corporate 
Services 435 467 444 (8) 
Finance 2,392 2,574 2,622 (230) 
Customer and 
Information Services 3,362 3,509 3,701 (339) 
Governance 974 875 977 (3) 
Commercial Services (1,281) (1,375) (1,341) 59 
Directorate - 
Infrastructure 277 277 286 (9) 
City Works (includes 
building maintenance, 
roads, footpaths and 
drainage) 6,893 7,327 7,032 (139) 
Asset Management 
(includes traffic, urban 
improvement and asset 
protection) 2,392 2,041 2,010 382 
Amenity Protection 
(includes local laws and 
investigations) 296 531 (48) 344 
Directorate – City 
Strategy 309 298 301 8 
Urban Strategy 1,290 1,175 1,353 (63) 
Building Surveying 306 189 193 112 
Statutory Planning 625 2 643 (17) 
Environmental 
Sustainability & Open 
Space (includes parks, 
trees, foreshore and 
waste) 13,401 13,194 13,403 (2) 
Directorate – 
Community Services 280 280 286 (7) 
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Health & Community 
Care 268 264 265 4 
Aged & Disability 
Services 1,851 1,623 1,820 31 
Family Services 536 513 540 (4) 
Family Health 895 893 917 (23) 
Children's Services 383 481 285 98 
Youth Services 698 679 709 (11) 
Libraries and Culture 3,183 3,080 3,321 (137) 
Service Development  
(leisure and recreation) 1,205 1,183 1,263 (59) 
Total net cost 42,938  42,087 43,039 (101) 
 

 

 

9.3 NEW INTIATIVES 
 

New initiatives represent either new activities or projects undertaken on a non-
recurrent basis.  
 

Division Project Net Cost 
Executive   
Communication and 
Engagement Bayside Community Plan 50,000
Corporate Services  

Corporate Information 
Electronic Document Management 
Training 60,000

Information Technology IT Infrastructure Architectural Review 25,000
Information Technology IT Governance 24,000
Information Technology IT Server Replacement 11,000
Information Technology Web and E-council Server Replacement 6,000
Information Technology Technical Training 20,000
Information Technology Customer Service Strategy 22,000
Information Technology Disaster Recovery Centre Infrastructure 85,000
Infrastructure  
City Works Public Toilet Audit 80,000
Asset Management Road Condition Survey 101,000
Asset Management Foreshore Shared Path Safety Audit 20,000
Asset Management Tree Canopy Measurement 16,000
City Strategy  

Directorate City Strategy 
Sandringham Golf Course Feasibility 
Study 50,000

Urban Strategy Business Monitor 50,000
Urban Strategy Dragon Boat Regatta 10,000
Urban Strategy MAC Amendment – C91 (previously C58) 130,000
Urban Strategy MAC Amendment – C82 (previously C60) 50,000

Urban Strategy 
Mobility Strategy (Integrated Transport 
Plan) 65,000



    
  2010/11 Budget 

26 | P a g e  
 

Division Project Net Cost 
Urban Strategy Developer Contributions Plan 25,000

Urban Strategy 
Neighbourhood Character Amendment 
C80 50,000

Urban Strategy Residential Vegetation Study 30,000
Urban Strategy Open Space Strategy 45,000
Environmental Sustainability 
and Open Space Seaweed Removal 55,000
Environmental Sustainability 
and Open Space Coastal and Drainage Adaptation Plan 50,000
Environmental Sustainability 
and Open Space Eco Living Centre 20,000
Community Services  
Library and Culture Bayside Arts and Culture Centre 145,400
 TOTAL  $1,295,400
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9.4 CAPITAL BUDGET 

 
 

The Capital Program of $16,550,715 comprises the following projects, including 
program totals, for the 2010/11 year. 
 
 
 
 
 
 

Capital Projects 2010/11    

    

 

Program Summary 
Council 

Contribution 
External 

Contribution  Total 
Renewal projects       

01 Council Buildings 2,928,700 15,000 2,943,700 
02 Information Systems 53,000 0 53,000 
03 Library Systems 440,000 0 440,000 
04 Drainage Infrastructure 1,755,000 0 1,755,000 
05 Roads Infrastructure 4,332,528 247,472 4,580,000 
06 Parks & Sportsgrounds 1,168,000 246,000 1,414,000 

 07 Foreshore Infrastructure 728,895 0 728,895 

Sub-total 11,406,123 508,472 11,914,595 
        

New projects       

01 Council Buildings 981,720 210,000 1,191,720 
02 Information Systems 530,000 0 530,000 
03 Library Systems 0 0 0 
04 Drainage Infrastructure 80,000 0 80,000 
05 Roads Infrastructure 660,000 235,000 895,000 
06 Parks & Sportsgrounds 1,139,950 374,450 1,514,400 

  07 Foreshore Infrastructure 385,000 40,000 425,000 

Sub-total 3,776,670 859,450 4,636,120 

Renewal and New projects       

01 Council Buildings 3,910,420 225,000 4,135,420 
02 Information Systems 583,000 0 583,000 
03 Library Systems 440,000 0 440,000 
04 Drainage Infrastructure 1,835,000 0 1,835,000 
05 Roads Infrastructure 4,992,528 482,472 5,475,000 
06 Parks & Sportsgrounds 2,307,950 620,450 2,928,400 
07 Foreshore Infrastructure 1,113,895 40,000 1,153,895 

Grand Total 15,182,793 1,367,922 16,550,715 
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Program Summary Budget Projects 
Budget Total $16,550,715   

Renewal projects $11,914,595   

01 Council Buildings $2,943,700 �Architectural forward designs 
 �Asbestos removal 
Child Services buildings 

- Beaumaris Childrens playhouse 
�Child Services buildings major renewal 

- Sandringham Child Care 
- Brighton South MCHC 
- Hurlingham Park Preschool 
- Olive Phillips Kindergarden 

�Commercial building major renewals 
- Sandringham Family Leisure centre (pool) 
-.Kamesburgh Gatehouse & house renewals 
-.Ricketts Point Tea House 
-.Billilla House & Out Buildings 
-.Middle Brighton Baths Boardwalk 
-.Middle Brighton Baths  

�Community Buildings major renewals 
- Sandringham Youth Club  
-.Hampton Community Centre 
- Blackrock Hall 
- Higinbotham Hall 
-.Hampton Senior Citizens 
-.Brighton Recreation Centre – Roof 
-.Stan Hawkins Hall 
-.Beaumaris Community Centre 
-.Brighton Town Hall 
-.Beaumaris Community Centre(large hall) 
-.Blackrock House Cellar Steps removal 

�Community Buildings renewal 
- Castlefield Community Centre-disability comp. 

�Corporate Building major renewal 
-.Security System renewals 

�Disability Action Plan implementation 
-.Blackrock Activity Centre 

�Electrical Switchboard renewal program 
�ESM renewal program 
�Hydraulic Services unscheduled renewals 
�Library Buildings major renewal 

-.Sandringham library 
-.Hampton library 

�Municipal Building major renewal 
- Community Nursery renewal upgrade design 

�Public Amenities major renewals 
- Trevor Barker beach oval toilets & shelter 
- Sandringham rotunda 

�Pump renewal program 
�Social Service buildings major renewal 

- Haldane & Dalgety St residential units renewal 
-.Sandringham Rd Residential units 

�Sporting Facilities Building major renewal 
- Pavilion strategy for renewals 
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- Peterson Reserve Social club 
- Sandringham Croquet club 
-.Dendy Park tennis Club 
-.Sillitoe Reserve pavilion 

�Sustainable Buildings Management Audit 
-.Sustainability upgrade program 

�Working for Heights program 
�Hepburn Avenue – Retaining wall 
�Immunisation storage and equipment 
�Furniture & Equipment renewals 
 

02 Drainage Infrastructure 
 

$1,755,000 �Harold Street drain-stage 2 
�Binnie Street drain, East Brighton 
�Potter Street drain-Stage 2 
�New Street drain 
�Hampton main drain-stage 5 
 

03 Roads Infrastructure 
 

$4,580,000 �Annual Reseal and Resheet Program 
�Kerb & Channel replacement Program 
�Road Reconstruction and Design Program 
�Footpath replacement Program-Residential 
�Elster Creek bridge 
�Acitivity Centre Footpath replacement Program 

-.Church Street Activity centre 
-.Bay Street Activity centre-Footpath replacement 
 -Seaview Balcombe Rd Activity centre  
- Beaumaris Concourse Activity centre 

�Carpark construction (Foreshore)-forward design 
-.Ricketts Point-carpark B18 

�Streetscape furniture replacement program 
-.Activity Centre streetscape 

�Corporate Signage 
� 

04 Parks & Sportsgrounds $1,414,000 �Sporting Ancillary Infrastructure Program 
- Hurlingham park lighting 

�Sportsground Infrastructure Risk Management Program 
- Elsternwick Park-Hard wicket and Turf 
- Sports facility lighting upgrade 
- Boss James reserve-cricket nets 
- Hurlingham Park-cricket nets 
- Chisholm reserve-cricket nets 

�Open Space Masterplan Implementation 
- Royal Avenue master plan 
- Merindah Park-landscape reinstatement 

�Sportsground Ancillary Infrastructure program 
- Goal Post upgrade 

�Playground Strategy Implementation 
- Bluff Rd(Beach Park), Blackrock 
 -Basterfield Park Playground Nth, Hampton  
 -Pasadena Avenue, Beaumaris 
 -Hanby Street, Brighton 
 -Wishart reserve, Hampton East 
-Hurlingham Park Playground, Brighton East 

�Sportsground Improvement Program 
-Elsterwick Park-Sportsground levelling 
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-Boss James Reserve-sportground reconstruction 
-Tijlatjirrin Reserve-Destructor Oval  

�Sporting Ancilliary Infrastructure Program 
-Cricket patch renewal program 

�Tennis Facility Upgrades 
 

05 Foreshore Infrastructure 
 

$728,895 �Foreshore Coastal Trails signage-Stage 2 of 3 
�Parking Ticket Machines  
�Renourishment Half Moon Bay 

06 Information Systems $53,000 �IS Strategy 
-Network Switches-Corporate Centre 
-Library Network router 

 
07 Library  $440,000 �Library Books and materials resources 

 
New projects $4,636,120   

01 Council Buildings 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

$1,191,720 �Meals Distribution Centre(Operational by Nov 01 2010) 
�Sandringham Family Leisure Centre 

-Basketball Stadium Extension 
�Highett Community Centre 

-Highett Youth Club Redevelopment 
-Highett Childrens Centre-Outdoor Playspace 

�Sandringham Bowling Club 
-Accessible clubhouse entrance 

�DDA Compliance upgrade program 
�Highett Community Centre 

-Highett Senior Citizens-neighbourhood 
Community House 
�Pavilion Strategy Implementation 

-Simpson Reserve pavilion-Stage 2 
�Library shelving 
�Pavilion Street Architectural Forward Design 
�Brighton Library-Concertina door 
�Eco Living Centre 
�Simpson Reserve Pavillion Upgrades 
� 

02 Drainage Infrastructure 
 

$80,000 �Unscheduled minor constructions 
�Forward designs 
 

03 Roads Infrastructure 
 

$895,000  �Carpark construction (Foreshore) 
-Sim Street Sandringham – carpark B11 

�Hampton Bowls Club - carpark 
�TGSI Installation Program 
�Open Space Masterplan Implementation 

-Donald McDonald Reserve-carpark 
�Traffic Management Unscheduled works 
�Bicycle Strategy Shared path 

-Elster Creek Shared path – Stage 2 
�Traffic Design and Improvements 
�Carpark Construction 

-Well Street, Brighton 
�Road Safety Improvements 
�Greening Our Villages program 
�Activity Centre Masterplan 

-Activity Centre Streetscape-recycling station 
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04 Parks & Sportsgrounds 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

$1,514,400 �Sportsground Improvement Program 
-RJ Sillitoe Reserve-Ground Improvement 

�Sportsground Ancilliary Infrastructure program 
-Donald McDonald Reserve-training lights 
-Cheltenham Recreation Reserve –training lights 
-Sandringham Athletics Track-Lane barriers 
-Sandringham Athletics Track-Shelters 
-Chisholm reserve – training light installation 
-Dendy Park – Light Tower installation (5th) 
-Hard Wicket Pitch installations 

�Thomas Street – Netball shelter 
�Sustainable Water Management Strategy 

-Elsternwick Park – Stormwater harvesting 
-Sandringham Golf Links-Stormwater harvesting 
-Warm season grass conversion 
-Hurlingham Park – sportsground water 
-Dendy Park – Sustainable Water infrastructure 
-Banksia Reserve- Stormwater harvesting inf. 

�Sustainable Water Management  
�Elsternwick Park-Fencing of lake – Stage 2 of 2  
�Sportsground Infrastructure Risk Management Program 

-Risk Management implementation 
�Risk Management Program 

-Donald McDonald Reserve – Safety Netting 
�Open Space Masterplan Implementation 

-Sandringham Gardens – Rotunda lookout 
-Dendy Park – Toilet facility 

�Skate/BMX Strategy Implementation 
-Elsterwick Park – Entrance to skate facility 

�Elsternwick Park – Fitness path 
�Balcombe Park - Wetlands 
�Basterfield Park 
�Hurlingham Park tennis Club Court Upgrade 
 

   

05 Foreshore Infrastructure 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

$425,000 �Shared Path South 
- Beaumaris – Shared Path South 

�Foreshore Infrastructure Management 
- Foreshore Risk Management Plan 

�Foreshore Masterplan Implementation 
- Ricketts Point – Management plan 
- Ricketts Point – Dune protection fencing and 
revegation 
- Green Point Management plan 
- Half Moon Bay boat ramp upgrade 
- Ricketts Point – Management plan 

�Bushland Masterplan Implementation 
- Bushland Fauna Survey 

�Accessible Beaches program 
- Ricketts point – accessible changeroom, toilet   
and path 
- Ricketts point – Removal of stormwater drain 

�Foreshore Infrastructure management 
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- Brighton Life Saving Club - Handrail 
 
 

06 Information Systems $530,000 �IS Stratgey 
- Disaster Recovery centre 
- Civica Authority - portal 
- Family Services Database installation 
- Incident Management 

�AV equipment-Corporate centre meeting rooms 
�Interplan-Capital Works monitoring module 
�Council Chambers AV equipment 
�Electonic Document Management System 
 

 




