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EXECUTIVE SUMMARY 
 
This high level 10 year Long Term Financial Plan (LTFP) has been developed by 
Council to assist Council and the community to plan using a longer term strategic 
framework. 
 
The first part of the Plan forecasts Council’s future financial position on the basis of a 
continuance of “normal” operations. Whilst this is difficult to define, it can be 
regarded as the provision of services to stakeholders at levels of service that they have 
come to expect on a regular basis and excludes ‘one-off’ and extraordinary items such 
as non-operational asset sales and acquisitions. In this regard, a key objective of 
financial forecasting is to project future results using financial assumptions and 
projections of the future. From these forward projections, the future financial position 
and financial health of Council can be determined. 
 
A range of parameters were utilised in forecasting Council’s annual recurrent budget 
result and associated key financial indicators over the 10 year timeframe. The budget 
results use the current year’s (2009/10) budget deficit of $343K as a base and shows 
the deficit growing to $2.113 million by 2013/14 and reaching $6.542 million by 
2019/20 (see Table on page 13).  
 
The key measure of Council’s overall financial health considered in this Plan is the 
maintenance of adequate liquidity and other measures (e.g. Working Funds, 
Unrestricted Current Ratio, Debt Service Ratio, Net Financial Liabilities and Asset 
Sustainability Ratio). Maintenance of these measures will generally result from 
balancing inflows and outflows of funds over the period of the LTFP. In this regard, 
an approximate measure used during each year is a balanced budget.  
 
Working Funds (or Working Capital) 
 
This is a measure of liquidity or net financial position. Council, as a prudent financial 
manager should set a minimum level at which its Working Capital should be 
maintained. The target liquidity level is not an overnight proposition but instead 
should be a targeted goal within Council’s Long Term Financial Plan. A minimum 
level of Working Capital ensures Council retains an appropriate level of liquidity on 
an ongoing basis and is able to control/determine the value of its annual financial 
budget surplus or deficit. Forecasts of Council’s available working funds are shown in 
Tables on page 15 and 57. 
 
Council’s Working Capital should be set at a level that allows for day to day liquidity 
and ensures Council is able to “survive” any annual budget shocks during the year – 
i.e. expenditure overruns and income shortfalls. The following is a guide as to how 
this amount could be determined: 

 Allow for the fact that Council has a “hard core” level of debtors and a 
minimum level of inventories that are unable to be converted or utilised to 
repay operational liabilities incurred during the year. Council’s hard core rates 
debtors amount to $2 million and the level of inventories is $250,000. 

 Allow for expenditure/revenue which may impact on Council. 
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With respect to the above, an appropriate level of Working Funds would allow for: 
 Hard Core Debtors/Inventories   $2.25 million 
 Provision for expenditure shocks    $0.5 million 
 Provision for revenue shocks      $0.5 million 

Total      $3.25 million 
 
In setting the working capital target it would be reasonable to assume that $1 million 
could be assigned from a review of internally restricted assets at any given time. 
Therefore, a targeted year end working funds result of $2.25 million would be 
acceptable if the potential exists to release internally restricted assets to the value of 
$1 million. It is noted that the first part of the LTFP shows Council’s level of 
Working Funds deteriorating over the Plan period as a result of ongoing budget 
deficits.  
 
Unrestricted Current Ratio 
 
This indicator is a measure of a council’s ability to meet its financial obligations such 
as paying for goods and services supplied. It assesses the level of liquidity and the 
ability to satisfy obligations as they fall due in the short term. A ratio of 1:1 indicates 
that for every dollar in unrestricted current liabilities, the council has a dollar in 
unrestricted current assets on hand to meet the liability. If the ratio is less than 1:1, the 
ratio is considered unsatisfactory and council may be unable to meet its short term 
commitments. 
 
The 2007/08 Comparative Information on NSW Local Government Councils reported 
Group 7 councils (of which Hornsby is part) with the lowest average current ratio at 
2.09. Hornsby is already below this level with an unfavourable trend forecast going 
into the future. It is also noted that the first part of Council’s LTFP depicts a declining 
unrestricted current ratio over the period of the Plan (see Table on page 16). The 
significant contributing factor to this result relates to ongoing budget deficits based on 
maintaining existing services, maintenance and asset renewal levels.   
 
Debt Service Ratio 
 
This indicator assesses the degree to which revenues from continuing operations are 
committed to the repayment of debt. The Division of Local Government’s benchmark 
is that a ratio of less than 10% is satisfactory. The 2007/08 Comparative Information 
on NSW Local Government Councils reported Group 7 councils with an average of 
6.25% compared to Hornsby at 4.66%. 
 
Since 2007/08 council has increased its loan borrowing program from $1M to $2M 
annually. This has been required to address infrastructure backlog issues identified as 
part of a detailed review of Council’s infrastructure assets and the development of 
asset management plans. 
 
The results forecast in the first part of the Plan indicate that by 2015/16, Council’s 
debt service ratio will be at levels significantly better than the industry benchmarks. 
The debt service ratio of 2.48% estimated in 2019/20 was last achieved in 2003/04. 
This is a positive result. The above graph also illustrates a drop in the debt service 
ratio occurring in the 2015/16 year due to the retirement of the Hornsby Quarry loan.  
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These results are well below industry benchmarks indicating a capacity to undertake 
increased borrowings. Any increased borrowing would be required to satisfy 
Council’s Loan Borrowing policy and satisfy corporate strategic objectives. The 
challenge that Hornsby faces in this regard is the lack of capacity from existing 
revenue to meet debt servicing requirements. It would be prudent to review existing 
internally Restricted Assets with regard to continued relevance and importance. The 
aim being to ascertain if these funds can be applied to meet debt servicing 
requirements for high priority capital works.  
 
Net Financial Liabilities  
 
This measure examines what is owed to others net of money a council already has or 
is owed (Total liabilities less financial assets (current assets - cash and investments 
and receivables). A council’s indebtedness should be managed to ensure its liabilities 
and associated costs can be met without the prospect of disruptive service. There is no 
right or wrong target level for net financial liabilities as this depends on infrastructure 
plans. The target is that net financial liabilities are no greater than annual operating 
revenue. 
 
Projections for Net Financial Liabilities over the term of the Plan are shown in Table 
28. Whilst Council’s Net Financial Liabilities results is not exceeding total operating 
revenue, the results are trending up and will require monitoring to ensure the future 
years do not reach unsustainable levels.   
 
Asset Sustainability Ratio 
 
This ratio is the asset maintenance and replacement expenditure relative to the asset 
consumption for a period. This ratio indicates whether the entity is maintaining and 
replacing or renewing assets at the same rate that its overall stock of assets is wearing 
out for the period. Council’s asset sustainability ratio for each major asset class is 
shown in the Table on page 29. 
 
The results indicate that at current levels of service, assets are being consumed at a 
rate greater than at which they are being replenished. Current estimates have the 
annual renewal gap deficit at $4.8 million. Stormwater Drainage – Environmental, 
Aquatic Centres face significant declines in their sustainability ratios and based on 
current replacement costs will require considerable funding into the future. To a lesser 
extent, foreshore facilities is similarly affected, while asset data collection and 
analysis for Rural Fire Service Facilities has only recently commenced, and further 
detail is required to make a meaningful assessment.  The Sports Centre is a new 
building, and expenditure of a long term nature has not as yet been necessary, thereby 
resulting in the low sustainability ratio.  (This building is in good condition). 
 
Continuation of the current strategy of judicial borrowings not exceeding $1 million 
p.a. will allow for improved 2019/20 sustainability ratios for open spaces and public 
buildings to something approximating 2009/10 levels.  A similar situation applies to 
environmental stormwater solutions and rural fire service properties. These structures 
are relatively new and have not reached an age/condition where they need to be 
replaced. However these strategies will not be sufficient to address the costs 
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envisaged for replacement of aquatic facilities and the construction of new assets to 
meet identified shortfalls. 
 
Corrective Action in Response to Forecasts in LTFP 
 
High dependency upon rate revenue both now and as forecasted over the LTFP period 
will continue to place pressure on Council’s ability to keep pace with cost increases 
and, therefore, maintain services at existing levels. Many of the key performance 
indicators projected in section 3 of this document will be a challenge to Council’s 
long term financial sustainability if corrective action is not undertaken. The 
assessment of the long term financial plan results in December 2009 resulted in 
immediate action being taken during the 2010/11 Budget process.  
 
The 2010/11 and future budgets focussed on the critical issue of addressing and 
determining infrastructure asset management as the highest priority. There are a 
number of reasons for this: 
 
 The management of financial and other risks. 
 The high volumes of infrastructure assets that are utilised for service provision 

require substantial costs in both maintaining and replacing these assets.   
 Funding gaps to be addressed in future editions of the Long Term Financial 

Plan. 
 
Overcoming a funding gap in respect of asset renewal requires the balancing of 
desired future services and service levels against risks and use of available resources. 
It would be strategically counterproductive to focus too much attention on increasing 
service levels before existing service levels and associated funding gaps have been 
quantified and strategically addressed. To do this involves some of the following 
steps: 
 
 Review of services provided currently to identify areas of possible reductions. 
 Review of projected future services to ensure they are appropriate and 

financially viable. 
 Identify any surplus or idle assets for possible sale. 
 Asset Rationalisation. 
 Source additional funding from operations (increase income or reduce 

expenses). 
 Responsible increases to loan borrowing. 
 Community consultation in respect of a special rate levy to fund infrastructure 

improvements.  
 Review internal restrictions for potential release and/or redirection towards 

asset renewal or towards debt servicing. 
 Priority towards asset renewal capital works over upgrade/expansion or new 

asset creation. 
 Transfer of proposed capital upgrade/expansion funding to capital renewal. 
 Review of business activities to determine best mode of service delivery and 

set net subsidy or net surplus levels. 
 A maturity assessment undertaken for each asset class. 
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For borrowings to be undertaken, projects must have had a full lifecycle cost analysis 
undertaken, proving that future cash inflows will exceed the cash outflows, or 
alternatively that the additional costs are quantified because of the community benefit 
associated with the project in the long term financial plan. 
 
Where reasonably possible, fees and charges should be increased, as a minimum, by 
the CPI and that fee for service activities are provided, as a minimum, on a full cost 
recovery basis. Current council business activities could be the first activities for 
review. 
 
The estimated budget deficit for 2010/11 in this Plan (see page 13) was reported at 
$1.154 Million. The first cut of the 2010/11 budget resulted in a deficit of $1.164 
Million. Based on the initiatives above the original forecasted budget deficit was 
reduced and a surplus of $19,940 was able to be placed on public exhibition. The 
financial constraints referred to below required considerable effort from staff and 
Councillors in order to achieve this result and will be made permanent. 
 
Some of the issues that commenced immediately were: 
 

 In order to maintain tight control over expenditure levels in the budget 
process, advice was provided to budget managers that no increase was able to 
be applied to operating budget material and contract expenditure. This was 
despite substantial price increases, particularly for construction materials. Any 
increase has been required to be offset by productivity improvements, service 
reductions or increased fees. 

 The review of services to achieve a minimum reduction in expenditure of 
$620K. The consequences of this review cannot be determined at this stage, 
but staff and the community will be informed of the decisions that may affect 
them. 

 Operational expenditure budgets reduced by $250K. This has involved 
reducing discretionary items such as printing, stationery, subscriptions, 
publications, postage, catering and other miscellaneous expenses. 

 The review of the business activity - child care, to include all direct and 
indirect costs including the payment of rental in the setting of fees.  

 Continuance of an additional $1M annually in loan borrowing to be allocated 
towards addressing infrastructure backlogs. 

  Priority towards asset renewal capital works over upgrade/expansion or new 
asset creation. 

 Ongoing community consultation towards a special rate variation to fund 
infrastructure works.  

 
The impact of the above on earlier forecasted results include: 
 

 Adjust Roads to Recovery income back to original levels. Failure to receive 
ongoing funding at existing levels may require a reduced level of expenditure 
towards the maintenance of roads. 

 Rate pegging allowance to be assessed as the prior years CPI plus an 
estimated 0.5% based on labour and rates growth. A cap of 3.5% was applied. 

 Key initiatives undertaken to balance the 2010/11 will be permanent. 
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 Proposed reduction in income from service authorities and road opening 
permits will be offset by reduced expenditure in these areas. 

 The deletion of the Works Materials Index. This index was established to 
ensure that current material and construction resources were able to be 
maintained into the future.  

 Fair Value adjustments for investments based on February valuations. 
 
Based on the above corrective action, the impacts on the various financial indicators 
are:  
 
Budget Result 
 
(N.B. Minus sign denotes a surplus budget result) 
 
 09/10

$000 
10/11 
$000 

11/12
$000 

12/13
$000 

13/14
$000 

14/15
$000 

15/16
$000 

16/17 
$000 

17/18 
$000 

18/19
$000 

19/20
$000 

Net 
Operating 
& Capital 
Result 
After 
Funding 

 
 

343 

 
 

-19 

 
 

12 

 
 

-125 

 
 

316 

 
 

-90 

 
 

-338 

 
 

-306 

 
 

-211 

 
 

-288 

 
 

-342 

 
 
The consequence of permanent expenditure reductions achieved in the 2010/11 
Budget process will result in a small budget surplus over the period of this Plan. 
Council’s ability to expand existing services or to take on new services will be limited 
unless an existing service is downsized to offset any new or expanded service. 
 
The deletion of the Works Materials Index over the period of the Plan in order to 
achieve a financially sustainable result will result in maintenance and renewal costs 
falling below current service levels. This will place ongoing pressure on infrastructure 
maintenance and renewal requirements. Either this will have to be accepted or further 
services be reviewed that could be ‘downsized’ and/or closed so that financial 
resources can be redirected towards renewal and maintenance expenditure. To address 
the infrastructure shortfall Council has commenced with the process to seek a special 
rate variation. The infrastructure Levy as it has been referred to will be applied 
towards improving Hornsby’s ageing infrastructure.  
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Working Funds Result 
 
The level of working funds improves significantly over the Plan period reaching 
suggested targets by 2015/16 – see below. 
 

Net Available Working Funds - Forecast
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Unrestricted Current Ratio 
 
As presented in the graph below, Councils unrestricted current ratio is held above the 
1:1 target showing a forecasted improvement in the latter years of this Plan. 

Unrestricted Current Ratio - Forecast
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Net Financial Liabilities  
 
The level of Net Financial Liabilities as depicted below remains within financially 
acceptable levels. 
 

Net Financial Liabilities
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Further to the above corrective action and based on community feedback from 
extensive engagement and consultation activities, Council has confirmed its intent to 
seek approval from the Minister for Local Government for a special variation to 
general income of 5.8% above the rate peg to improve Hornsby’s ageing 
infrastructure and build new facilities to meet the changing needs of the community.   
 
The special variation proposed is 5.8% of the combined Ordinary (residential, 
farmland, business and CBD business) Rate and the Catchments Remediation Rate.  
The term of the special variation to general income is 20 years in order to align with 
the proposed loan period and be less than the anticipated life of the new and improved 
assets funded by the special variation. If approved, the special variation to general 
income would be known as an infrastructure levy, and commence in July 2010 for 20 
years.   
 
The purpose of the proposed infrastructure levy would be to fund the three priority 
projects: replacement of the Hornsby Aquatic Centre; a new pedestrian overbridge 
across George Street, Hornsby; and the provision of additional passive and active 
recreation space in Old Mans Valley 
 
Councillors also recognised the community desire to nominate ward specific projects 
and, therefore, proposed the total allocation of $1,500,000 per ward in the first two 
years of an infrastructure levy.  The projects to be funded would be determined by 
ward Councillors in collaboration with their constituents and according to project 
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assessment criteria which would include triple bottom line principles and take account 
of ongoing financial and maintenance implications. 
 
Councillors are aware of the financial burden for pensioners and, therefore, propose a 
$10 rebate for pensioners and others eligible for financial relief in accordance with 
Council’s Hardship Policy. 
 
If the special variation is approved, Council will report progress in a variety of ways, 
including in the Annual Report to the Community and on Council’s website, so that 
those with an interest are able to easily find the information and make comment.  
 
The Table on page 65 provides a summary of the funding proposal for infrastructure 
work that is expected to be undertaken over the period of the proposed special rate 
variation. 
 
As proposed above the cash inflows are to be utilised towards cash outflows over the 
20 year period of the special rate variation. This will ensure the annual budget 
remains as forecasted as cash received from rates will be used to meet either debt 
servicing and/or capital expenditure requirements. 
 
In respect of other key indicators, the proposed special rate variation is expected to 
have the following impacts:   
 
Outstanding Rates and Annual Charges - no material change is anticipated in the 
collection of unpaid rates.  
 
Debt Service Ratio - to undertake the level of capital expenditure proposed in the 
special rate variation will require a substantial increase in loan borrowing. In 
undertaking such borrowing, it is estimated that Council will be below the industry 
benchmark of 10% and below the Group 7 average other than the years 2013/14 and 
2014/15. Refer to the table on page 67. 
 
Unrestricted Current Ratio – it is estimated that the unrestricted current ratio 
remains within acceptable ranges. Refer to the table on page 67. 
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1. INTRODUCTION 
 
 Local Government responsibilities and community expectations have increased over 
many years in a number of areas including child care, aged care, social services, 
community safety, community facilities, quality of open space and environmental 
management. 
 
Reasons for the increase in this diversification of functions include: 
 
 Raising the bar, where other spheres of government increase the complexity or 

standard of a local government services, 
 
 The withdrawal of federal/state funding support to local government to provide a 

service 
 
 Increased community expectations and policy choice where councils voluntarily 

choose to expand their service provision 
 
 The devolution of responsibilities from other spheres of government without 

adequate funding 
 
 Increased environmental legislation  
 
Due to limited increases in the revenue base of local government, councils have 
needed to be proactive in the minimisation of costs and the maximisation of 
efficiencies in order to maintain an increasingly diverse service delivery.  Successful 
initiatives have included outsourcing, structural reforms and shared services. 
 
Over recent years financial sustainability in local government has been a major cause 
for ongoing concern as requests from communities for expanded services have 
increased beyond those traditionally provided. This demand for expanded services has 
not always been matched by revenue streams and improved operational efficiencies, 
as resources have been diverted from traditional areas of local government 
expenditure. Rate pegging constraints, uncertainty over grant income, caps on local 
development contributions and increased maintenance due to an ageing infrastructure 
network all contribute to limit the ability of a council to plan for its future with high 
levels of certainty. 
 
The development of Asset Management Plans has highlighted the fact that Council’s 
infrastructure is ageing, and that to maintain current levels of service, additional 
funding is required. 
 
As with any organisation councils can experience sustainability challenges if they do 
not have robust financial planning, management and governance. This should include 
a 10 year Long Term Financial Plan (LTFP), consistent annual budgets and detailed 
quarterly financial reviews. The management quality and financial discipline needs 
support via effective governance from a council who can clearly establish what 
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outcomes a community expects and then monitors and guides the General Manager to 
deliver on those outcomes. 
 
Key questions requiring consideration in the LTFP are: 
 
 Level of Service - Do the levels of service provided align with the amount of 

revenue available? 
 
 Infrastructure Management – Is there adequate spending on existing assets? 

 
 Borrowing and Financial Position – When should a council borrow? How 

much can be borrowed? 
 
 Financial Sustainability – What can be afforded in the long term? 

 
 What other efficiencies can be achieved? 

 
Financial indicators can assist to answer some of these questions. A useful and 
effective way of monitoring the financial health and viability of an organisation is 
through the use of a range of financial indicators.  In using such indicators, attention 
should not be focussed on one particular indicator in isolation, but rather, a 
consolidated view should be adopted. The use of financial indicators will be discussed 
in detail in the following sections of this report. 
 
2. LONG TERM FINANCIAL PLAN SCOPE 
 
A high level 10- year Long Term Financial Plan (LTFP) has been developed as part of 
Council’s ongoing financial planning.  The purpose of this LTFP is to assist Council 
and the community to plan within a longer term strategic framework. 
 
The key measure of Council’s overall financial health considered in this Plan is the 
maintenance of adequate liquidity measures (Working Funds, Unrestricted Current 
Ratio and Net Financial Liabilities). This will result from balancing inflows and 
outflows of funds over the period of the LTFP. An approximate measure used during 
the year is a balanced budget.  
 
Council’s future financial position has been forecast on the basis of a continuance of 
“normal” operations. This is difficult to define but can be regarded as the provision of 
services to stakeholders at levels of service that they have come to expect on a regular 
basis. It therefore excludes ‘one-off’ and extraordinary items such as non-operational 
asset sales and acquisitions. 
 
The specific assumptions underpinning the Long Term Financial Plan are: 

 Normal continuance of existing services, maintenance and capital renewal 
allocations. 

 Financial parameters applied throughout the forecast period have been 
accessed from the “Long Term Forecasts Australia, 2009 – 2024” publication 
issued by BIS Shrapnel. These forecasted parameters include the Labour Price 
Index, Consumer Price Index (CPI), 90 Day Bank Bill Rate and the Prime 
Overdraft rate for business lending. 
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 A ‘Works Material Index’ for cost increases associated with construction work 
(materials & contracts & capital expenditure). This index was developed by 
the Works Division of Council based on historical cost increases. 

 Materials & Contract costs increasing in-line with CPI.  
 Rate pegging assumed at 0.4% above CPI and a growth factor of 0.1% 

although capped at 3.5%. 
 Grants & Contributions increasing in-line with CPI. 
 User Charges and Fees increasing in-line with CPI. 
 Other Revenues increasing in-line with CPI. 
 Capital expenditure continuing in line with current allocations with Works 

Material Indexing applied. 
 Maintenance expenditure continuing in line with current allocation with CPI 

applied.   
 The annual borrowing program assumed to continue at $2M for capital 

expenditure over the life of this Plan.  
 Asset Sales and Purchases remaining constant over the period of the Plan 
 Tight control over other expenses and other employee expense below CPI. 
 Road Opening Permits and Payment from Service Authorities decreasing by 

$268K from 2014/15 onwards with corresponding decrease to expenditure 
levels. 

 Quarry water pumping of $100K required from 2010/11 onwards. 
 Asset Management Plans for each asset category covering the period from 

2005 –2025 included. 
  Special Rate Variation – Identified Infrastructure Improvements and revenue 

generated covered within the body of this Plan. 
 No return to previous years levels of regulatory application (development 

applications, construction certificates) revenue. 
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3. Long Term Financial Plan Forecast Results 
 
A key objective of financial forecasting is to project future results using financial 
assumptions and projections of the future. From these forward projections the future 
financial position and financial health of Council can be determined. 
 
The table below details the annual recurrent budget result based on the scope and 
parameters discussed in the introduction.  The result commences with the current 
year’s (2009/10) budget deficit of $343K growing to $2.113M by 2013/14 and 
reaching a $6.542M deficit by 2019/20. 
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4. LONG TERM FINANCIAL PLAN FORECAST ANALYSIS 
 
Overall financial health may involve a wide range of performance measures (such as 
those used by the Department of Local Government disclosed in Note 13 to the 
General Purpose Financial Reports) which can be derived from these projections.  
 
Informative financial performance measurement indicators include: 
 
A. Working Funds Available 
B. Unrestricted Current Ratio 
C. Debt Service Ratio 
D. Income Statement 
E. Balance Sheet 
F. Cash Flow Statement 
G. Employee Costs as a % of Total Operating Expenditure 
H. Percentage Dependence on Rate Revenue 
I. Outstanding Rates & Annual Charges  
J. Net Financial Liabilities  
K. Asset Sustainability Ratio 
 
 
Each of the indicators is outlined below with: 
 

 A brief description of the indicator; and 
 The Hornsby Shire Council result for the indicator based on the projected 

LTFP results. 
 
 
A. Working Funds 
 
This is a measure of liquidity or net financial position. Council, as a prudent financial 
manager, should set a minimum level at which its Working Capital should be 
maintained. Council over the medium term, say 3-5 years can look to increasing its 
Working Capital to an adopted minimum level. The target liquidity level is not an 
overnight proposition but instead should be a targeted goal within Council’s Long 
Term Financial Plan. 
 
Working Capital is essentially Net Current Assets (allowing for fair value adjustments 
to investments) excluding external & internal restrictions and current loan repayments 
& employee leave entitlements (ELE). 
 
Current loan repayments and ELE liabilities are excluded because they are 
commitments are generally budgeted for each year. There are also reserve funds set 
aside for ELE liabilities. 
 
A minimum level of Working Capital ensures Council retains an appropriate level of 
liquidity on an ongoing basis and is also able to control/determine the value of 
Council’s annual financial budget surplus or deficit. In any one year, the Council’s 
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financial budget result should represent the increase or decrease in Working Capital as 
this will ensure that there is always a limit on a budget deficit. 
 
Council’s working funds available are forecasted to be: 
 

Net Available Working Funds - Forecast
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An appropriate Level of Working Capital 
 
Council’s Working Capital should be set at a level that allows for day to day liquidity 
and ensures Council is able to “survive” any annual budget shocks during the year – 
i.e. expenditure overruns and income shortfalls. 
 
The following is a guide as to how this amount could be determined: 
 

 Allow for the fact that Council has a “hard core” level of debtors and a 
minimum level of inventories that are unable to be converted or utilised to 
repay operational liabilities incurred during the year. Council’s hard core rates 
debtors amount to $2M and the level of inventories is $250K. 

 Expenditure/Revenue shocks allow for any major impact to council’s revenue 
and expenditure items. 

 
Working Capital Target    $’000 
 
Hard Core Debtors/Inventories   2250 
Expenditure Shocks       500 
Revenue Shock       500 
Total       3250 
 
In setting the working capital target it would be reasonable to assume that $1M could 
be assigned from the review of internally restricted assets at any given time. Therefore 
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a targeted year end working funds result of $2.25M would be acceptable if the 
potential exists to release internally restricted assets to the value of $1M.  
 
Long Term Financial Plan Forecast Results show Council’s level of Working Funds 
deteriorating over the Plan period as a result of on-going budget deficits at 
unsustainable levels.  
 
The Long Term Financial Plan was developed based on the key parameter of 
maintaining the levels of service developed in the 2009/10 Budget. Annual budget 
deficits over the Plan period will contribute to negative working funds and will 
require considerable review of services in coming years. Managing growth and the 
range and levels of service provided will remain an ongoing challenge.  Ultimately, 
Council will determine the breadth and the level of services it offers to the 
community. This will be reviewed on an annual basis through the budget process.  
 
 
B. Unrestricted Current Ratio 
 
This indicator is a measure of a council’s ability to meet its financial obligations such 
as paying for goods and services supplied. It assesses the level of liquidity and the 
ability to satisfy obligations as they fall due in the short term. A ratio of 1:1 indicates 
that for every dollar in unrestricted current liabilities, the council has $1 in 
unrestricted current assets on hand to meet the liability. If the ratio is less than 1:1, the 
ratio is considered unsatisfactory and council may be unable to meet its short term 
commitments. 
 
The graph below depicts a declining unrestricted current ratio over the period of the 
Plan. The significant contributing factor to this result relates to on-going budget 
deficits based on maintaining existing services, maintenance and asset renewal levels.   
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The 2007/08 Comparative Information on NSW Local Government Councils reported 
Group 7 councils (of which Hornsby is part) with the lowest average current ratio at 
2.09. Hornsby is already below this level with an unfavourable trend forecast going 
into the future. 
 
The results above display a deteriorating trend with the financial risk of not being able 
to meet creditors’ commitments. The results are below recommended benchmarks. 
 
 
 
C. Debt Service Ratio 
 
This indicator assesses the degree to which revenues from continuing operations are 
committed to the repayment of debt. The Division of Local Government’s benchmark 
is that a ratio of less than 10% is satisfactory. 
  
The graph below displays the debt service ratio over the period of the Plan. 
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The 2007/08 Comparative Information on NSW Local Government Councils reported 
Group 7 councils with an average of 6.25% compared to Hornsby at 4.66%. The 
results forecasted indicate that by 2015/16 Council’s debt service ratio will be at 
levels significantly better than the industry benchmarks. The debt service ratio of 
2.48% estimated in 2019/20 was last achieved in 2003/04. This is a positive result. 
The above graph also illustrates a drop in the debt service ratio occurring in the 
2015/16 year due to the retirement of the Hornsby Quarry loan.  
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Council’s current borrowing strategy is to borrow for ten years at a fixed rate of 
interest repaying principal and interest. This has enabled a degree of certainty 
regarding the expected repayments over the ensuing ten years. 
 
It has been established practice to use loan funds to assist in funding significant 
capital projects which will benefit future generations or to acquire assets that are 
income producing or assets that hold strategic value. The beneficiaries of these future 
projects will assist in their funding as their rates will be applied in part to repaying the 
loans. This is in contrast to current ratepayers bearing the entire burden in one year, 
possibly at the expense of other worthy expenditures. 
 
Even when an organisation is operating sustainably by raising sufficient operating 
income to cover operating expenses, it may not have generated enough cash to fund 
peaks in asset replacement activity. In such circumstances it should borrow to 
accommodate these peaks if it intends to most cost efficiently maintain existing 
service levels. 
 
Since 2007/08 council has increased its loan borrowing program from $1M to $2M 
annually. This has been required to address infrastructure backlog issues identified as 
part of a detailed review of Council’s infrastructure assets and the development of 
asset management plans. 
 
These results are well below industry benchmarks indicating a capacity to undertake 
increased borrowings. Any increased borrowing would be required to satisfy 
Council’s Loan Borrowing policy and satisfy corporate strategic objectives.  
 
The challenge that Hornsby faces in this regard is the lack of capacity from existing 
revenue to meet debt servicing requirements. It would be prudent to review existing 
internally Restricted Assets with regard to continued relevance and importance. The 
aim being to ascertain if these funds can be applied to meet debt servicing 
requirements for high priority capital works.  
 
 
D. Income Statement 
 
The income statement represents revenue for the financial period less expenses for the 
period. 
 
The modelling indicates that an operating deficit will continue to widen over the 10 
year period. This is in part due to the following main factors: 
 

1) A constrained revenue base dominated by rates whereby annual increases are 
unable to absorb employee, statutory, materials and contract cost increases. 

 
2) Increasing replacement costs of assets. 
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Revenue by Category 2009/10 Budget

Rates & Annual Charges
72%

User Charges & Fees
14%

Investment Revenues
1%

Other Revenues
3%

Grants & Contributions - 
Operating

8%

Grants & Contributions - 
Capital

2%

 
 
 
Rate revenue is currently estimated at 72% of Council’s 2009/10 operating revenue 
budget which restricts the ability to factor price increases into existing levels of 
service provision. The continuing constraint of rate pegging limits Council’s ability to 
provide additional services and has required considerable attention to the need for and 
efficiency of each service provided. 
 
It should be noted that the annual depreciation expense is influenced by the estimated 
useful life of the asset. As ‘Fair Value’ accounting practices are currently being 
implemented for each major infrastructure asset class, it is anticipated that useful life 
may increase due to asset management practices becoming more sophisticated.    
 
The table below provides the level of operating deficits over the Plan period. This will 
become a significant challenge for Council to maintain current levels of services 
whereby the gap between costs and income will continue to widen.  
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E. Balance Sheet 
 
The following statements of financial position have been provided over a 10 year 
period to 2019/20 based on budgeted results. 
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When comparing a local council’s balance sheet to the commercial sector a unique 
difference emerges and that is the substantial amount and value of non-income 
producing assets that councils own and/or control. 
 
The lifespan of infrastructure assets extends well beyond 10 years. The assets are 
required for community service provision and need to be maintained and periodically 
renewed or upgraded.. 
 
The value of these assets is shown in the ‘Total Non Current Assets’ section of the 
Balance Sheet. Non Current assets represent 98% of the value of all assets disclosed 
in the Balance Sheet with community land valued at around $1.17 Billion and 
infrastructure assets at $244 Million. This has a significant impact on annual budgeted 
expenditure considerations now and in the future. 
 
Infrastructure assets (roads, bridges, footpaths, & drainage) and community land are 
effectively non realisable, i.e. generally they cannot be sold or disposed of. The values 
in this asset category are influenced by the level of capital expenditure and 
depreciation as well as general asset revaluations.  
 
The reality is that any expansion of the asset base combined with a revaluation write-
up has a flow on impact to depreciation costs. Increased depreciation costs have to be 
brought to account and this puts further pressure on the operating result in the Income 
Statement. Priority should therefore be given towards asset maintenance and capital 
renewal expenditure compared to new and asset enhancement project work. 
 
The Budgeted Summary report reported previously forecasts deficits over the Plan 
period. The impact of these results has a profound effect on current assets notably 
cash and cash equivalents and investment securities. Cash and cash equivalents by 
2019/20 will be reliant upon an overdraft facility to satisfy cash requirements and 
there will be a significant depletion of restricted assets. Investment securities will be 
completely depleted by 2016/17.  
 
This trend is undesirable and will require immediate attention to restore the Balance 
Sheet to an acceptable state. 
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F. Cash Flow Statement  
 

 
 
The Cash Flow Statement is divided into three sections, Operating, Investing and 
Financing activities. A key business objective should be to produce sufficient cash 
from operations to fund the Investing and Financing activities of Council over a 
period of time. 
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The financial challenge faced by Council is that its investment in capital works is 
intended to provide a service, rather than generating a future income stream. In prior 
years, the net cash from operating activities has not been sufficient to fund the capital 
works program (investing activities). This is compounded when the net cash provided 
must be applied in the first instance towards outstanding borrowings and interest costs 
(financing activities). 
 
The dilemma Councils face is that if borrowings fund non income producing capital 
works (investment activities) due to insufficient cash (operating activities), the burden 
is in the area of meeting debt servicing requirements (financing activities). Therefore 
the cash flow from operating activities, which is insufficient to fund additional 
investing activities is put under further pressure because it now has to fund the 
financing activities. A move towards a one off financing solution by borrowing for 
additional capital expenditure can actually create a longer term financial problem if 
the future debt servicing requirements are not managed correctly. 
 
 
G. Employee Costs as a percentage of Total Operating Expenditure   
 
This indicator is designed to show the percentage of total expenditure applied to 
employee costs. One danger sign would be significantly increasing employee costs 
compared to operating expenditure. As these costs tend to be fixed in the medium 
term, in the local government environment increases in this ratio indicate reduced 
management flexibility to respond to demands for increased productivity or changes 
in demand for service types or delivery methods. 
 
The percentage will remain in the 44% – 46% range over the Plan period. The 
2007/08 Comparative Information on NSW Local Government Councils had the 
Group 7 average at 39.07% compared to Hornsby at 40.86%. This indicates Hornsby 
is close to the average for a Group 7 council. 
 
Since the 2007/08 Comparative Information on NSW Local Government Councils 
was published, two factors have contributed to pushing employee costs higher. These 
factors are: 
 

1. The global financial crisis has impacted in significantly reducing the value of 
superannuation fund balances and therefore a shortfall in funds to meet future 
liabilities. This has resulted in a 68% increase in council’s superannuation 
expenses over the last couple of years. This expense is payable to 
superannuation funds so that future liabilities can be met. 

2. Increased child care regulation resulting in increased staffing levels and 
expenses over $1M. Increased expenses have been offset by raising child care 
fees. 
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Being a service focussed organisation requires significant labour and other employee 
related costs. The chart below reflects this requirement in that 45% of Council’s 
2009/10 operating budget is allocated towards employee costs.  
 
 
 

Expenses by Category 2009/10 Budget
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H. Percentage Dependence on Rate Revenue 
 
This indicator assesses the degree of Council’s reliance upon revenue from rates and 
annual charges. The percentage is determined by dividing rates and annual charges by 
total revenue from continuing operations.   
 
Over the Plan period this percentage remains reasonably constant. Whilst rates are an 
assured source of revenue, as highlighted previously, their increase is not under 
Council’s control. By sourcing a greater percentage of revenue from other sources 
Council can increase its ability to cover increases in expenditure. 
 
Hornsby’s rate dependence exceeds the 2007/08 Comparative Information on NSW 
Local Government Councils reported Group 7 average indicating that other Councils 
of a similar size are accessing revenue from more varied sources. 
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I. Outstanding Rates & Annual Charges 
 
This indicator is to assess the impact of uncollected rates and annual charges on 
Council’s liquidity and the adequacy of recovery efforts. 
 
The Comparative Information on NSW Local Government Councils reported NSW 
average for 2007/08 was 5.2% and the Group 7 average was 5.79%. Council’s result 
is 3.47%. This indicates the favourable result of a concerted effort to reduce 
uncollected rates and annual charges. This effort is to be maintained. 
 

Outstanding Rates and Annual Charges - Forecast 

-

1.00

2.00

3.00

4.00

5.00

6.00

7.00

2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20

%

 
 
As indicated in the chart above Council will continue to remain below the group 
average over the Plan period. 
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J. Net Financial Liabilities  
 
This measure examines what is owed to others net of money Council already has or is 
owed (Total liabilities less financial assets (current assets - cash & investments and 
receivables). 
A Council’s indebtedness should be managed to ensure its liabilities and associated 
costs can be met without the prospect of disruptive service. There is no right or wrong 
target level for net financial liabilities as this depends on infrastructure plans. The 
target is that net financial liabilities are no greater than annual operating revenue. 
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While the Net Financial Liabilities results is not exceeding total operating revenue the 
results are trending up and will require monitoring to ensure the future years do not 
reach unsustainable levels.   
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K. Asset Sustainability Ratio 
 
This ratio is the asset maintenance and replacement expenditure relative to the asset 
consumption for a period. This ratio indicates whether the entity is maintaining and 
replacing or renewing assets at the same rate that its overall stock of assets is wearing 
out for the period. 
 
The asset sustainability ratio for each major asset class is listed below based on 
current Infrastructure Asset Management Plan (AMP) data. 
 
 
Hornsby Shire Council – Summary of Lifecycle Costs per Asset Category 
 

 
 
The results indicate that at current levels of service assets are being consumed at a 
rate greater than at which they are being replenished. Current estimates have the 
annual renewal gap deficit at $4.8M. Stormwater Drainage, Aquatic Centres face 
significant declines in their sustainability ratios and based on current replacement 
costs will require considerable funding into the future. To a lesser extent, foreshore 
facilities is similarly affected, while asset data collection and analysis for Rural Fire 
Service Facilities has only recently commenced, and further detail is required to make 
a meaningful assessment.  The Sports Centre is a new building, and expenditure of a 
long term nature has not as yet been necessary, thereby resulting in the low 
sustainability ratio.  (This building is in good condition). 
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Continuation of the current strategy of judicial borrowings not exceeding $1 million 
p.a. will allow for improved 2019/20 sustainability ratios for open spaces and public 
buildings to something approximating 2009/10 levels.  A similar situation applies to 
environmental stormwater solutions and rural fire service properties. These structures 
are relatively new and have not reached an age/condition where they need to be 
replaced. Consequently the expressed sustainability ratios are low because only 
maintenance costs have been included.   
 
However these strategies will not be sufficient to address the costs envisaged for 
replacement of aquatic facilities and the construction of new assets to meet identified 
shortfalls. 
 
Asset Management  
 
Commercial organisations generally acquire assets because they provide a future 
income stream to the business. Over a period of time the assets will increase the 
financial wealth of the organisation while reducing in value or being ‘consumed’ until 
the end of their useful life. Local councils do not primarily exist to generate profits. 
Most infrastructure assets owned or controlled by councils do not fulfil the ‘profit’ 
motive criteria. 
 
The infrastructure assets owned or controlled by councils are required for service 
delivery, not for profit making. The key objective therefore in assessing infrastructure 
assets is that a specific level of service can be provided now and into the future. Local 
councils would consider prudent financial management as that which achieves a 
consistent level of surpluses to fund asset renewal and replacement, rather than profits 
that increase wealth. 
 
Service provision and, in particular, service levels ultimately determine the 
infrastructure asset requirements of a council. In turn all assets that are utilised for 
service provision require proper maintenance and replacement, over a period of time, 
to guarantee that the specific service levels are actually achieved now and in the 
future. 
 
The challenge that Hornsby Shire Council and the local government sector as a whole 
faces is the access to adequate funding sources to finance maintenance and asset 
renewal in order to maintain a level of service required by the community.  
 
The sustainability ratio results presented previously indicate whether Council is 
replacing or renewing assets at the same rate that its overall stock of assets is wearing 
out for the period. Funding gaps obviously emerge when the level of asset 
consumption is not replaced at the same rate and the sustainability ratio is less than 1. 
This often results in the infrastructure assets required for service delivery 
deteriorating over time and subsequently the service levels being provided will also 
reduce. Deferral of work on assets requiring rehabilitation invariably can be a very 
costly exercise.  
 
It is important that any funding gaps for existing service levels are identified and 
strategically addressed. When the objective of generating sufficient funds for asset 
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renewal has been satisfactorily identified and addressed, Council can then consider 
funding asset upgrades and expansion works in a financially responsible manner. 
 
Council has been actively engaged in Asset Management since 2002.  Following a 
review at that time of its position in respect of formal asset management practice (this 
included a review of Asset Management Plans developed for significant asset classes), 
Council embarked on a strategic exercise to further develop and refine Asset 
Management Plans for its key asset classes.  These infrastructure Asset Management 
Plans, developed in 2006, determined the financial and physical requirements for a 20 
year long term performance of Council’s infrastructure assets. Further reviews have 
been undertaken in 2009 and updates have been made where appropriate. 
 
The main asset classes discussed in this section of the report are: 
 

1. Roads (roads, footpaths, street furniture, traffic facilities, bridges and culverts) 
2. Stormwater Drainage (Stormwater Environmental, Stormwater Civil) 
3. Public Buildings (Buildings, Commercial Properties, Rural Fire Service) 
4. Open Spaces (Parks and Reserves and Sportsgrounds) 
5.  Leisure Facilities (Aquatic Centres, Sports Centres) 
6. Foreshore Facilities (Foreshore Facilities)   

 
ROADS 
 
Level of Service 
 
In developing the Asset Management Plans the level of service was drawn from an 
annual customer service satisfaction survey. The results of this survey are listed 
below: 
 
ASSET CATEGORY RESULT OF SURVEY 

(Performance Score -10 max) 
TARGET 

Level of street lighting on local roads 6.65 6.5 

Overall safety of roads across the Shire 6.52 6.5 

The condition of the road surface on local roads 6.38 6.5 

Traffic Management i.e. road 
closures/roundabouts 

6.20 6.5 

Adequate provision of paved footpaths 5.88 6.0 

Maintenance of paved footpath 5.87 6.0 
 

Performance Score 6.99 – 6.00: Residents consider Council’s had performed moderately. 
Performance Score below 5.99: Residents consider Council’s had performed poorly. 
 
The primary reasons for the two asset categories where residents perceived Council to 
have performed poorly were: 
 

 Adequate provision of footpaths 
- More new paved footpaths should be constructed. 
- New paved footpaths should be constructed to extend the footpath network.  
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 Maintenance of paved footpaths 
- More footpath routine maintenance repairs should be undertaken. 
- Footpath routine maintenance repairs should be undertaken for trip edges 

caused by tree roots. 
- Footpath routine maintenance repairs should be undertaken for smaller trip 

edges.  
 
Future Demand 
 
Future population estimates indicate growth will occur on the fringe of existing urban 
areas, with the growth of the North West Sector likely to have the biggest impact on 
the residents and infrastructure of Hornsby Shire.  
 
The Housing Strategy currently under consideration will introduce medium density 
housing into areas of lesser population density.  This is expected to change the nature 
of road and footpath services required.  The ageing of the population will also impact 
on this assets class, with an expected increase in the need for footpath construction 
and accessible infrastructure. 
 
The forecast population for 2025 is 172,950 people; an increase of 15,328 people over 
Council’s projection of 157,622 people in 2006.  The existing road infrastructure is 
not expected to increase significantly due to predicted population growth as 
“greenfield” lands have already been developed and the current draft Residential 
Strategy promotes a concentrated rather than a dispersed model. 
 
The increase in road infrastructure will mainly be in the area of road pavement, 
footpaths and kerb and gutter resulting from road improvement programs and local 
infill development, as well as the provision of new footpaths to enhance the existing 
footpath network and to cater for an ageing population.  The increased vehicle trips 
per day resulting from the predicted population growth will also require traffic 
management facilities, such as intersection signalisation and roundabouts, to be 
provided.  To cater for the younger age group and to promote a healthier lifestyle, it is 
expected that more cycleways and footpaths will also be required. 
 
The pedestrian bridge across George Street linking the Hornsby west side to the east 
is included in this asset class.  Repairs were recently undertaken to ensure its 
continued safe use by the community.  However, the overbridge has reached the end 
of its useful life and no longer has sufficient capacity to accommodate the needs of 
the local community or users of the Hornsby Railway Station and transport 
interchange.  Replacement is required.  As this overbridge represents a significant 
enhancement, it has not been included in these financial projections.  The role of the 
bridge in providing a safe crossing of a State arterial road introduces a third party to 
any funding proposal.  This is currently being further investigated. 
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Financial Forecast 

 
This section outlines the long term financial requirements relating to the operation, 
maintenance, renewal and capital expenditure for the road assets within Hornsby 
Shire.   
 
These requirements are based on life cycle costs predicted for road assets for the years 
spanning from 2005 till 2025.  They are based on strategies developed in the Roads 
Asset Management Plan (Roads AMP) to ensure these assets meet the level of service 
required over a 20-year period. 
 
The 20-year financial forecast for Council’s road assets is summarised below. 
 

 
      
 

 
 
 
Features of these financial projections are: 
 

 Modelling using Council’s Pavement Management System (PMS) currently 
indicates there is no significant funding gap in financing either the 
maintenance/renewal or capital (improvement) programs for the road assets. Real 
increases in funding will, however, be required in future years. 

 Unsealed road maintenance/renewal are programmed to cease in 2014 as Council 
currently plans to upgrade all unsealed roads to a sealed standard.  As the unsealed 
roads are eliminated, the funding currently used for this can gradually be 
transferred to the sealed road maintenance and improvement programmes. 
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 Since Hornsby Shire is now substantially fully developed, no significant 
expansion or gifted capital works are anticipated over the period of this AMP. The 
quantity of sealed pavement area, kerb and gutter and footpath will however 
increase as streets currently with only central pavements are gradually improved 
to a fully sealed kerb and gutter standard. 

 The Roads to Recovery Program of commonwealth financial assistance to 
Councils in now in its third tranche (covering the period 2009/10 to 2013/14).  
Previous programs covered the periods 2001/02 to 2004/05, and 2005/06 to 
2008/09.  This significant injection of funds - R2R1: $2.602M, R2R2: $3.262M, 
R2R3: $3.668M - has assisted Council in achieving the current sustainability level 
for this asset class.  However, this funding is conditional on Council maintaining 
its “own source” expenditure at a predetermined level, with the result that funding 
decisions for this asset class must be treated differently to other asset classes.  The 
termination of this program (not foreseen at this stage) will have an adverse 
impact on the future level of service (and sustainability ratio) of this asset class.  

 

STORMWATER DRAINAGE 
 
Level of Service 
 
In developing the Stormwater Drainage Asset Management Plans (Stormwater 
Drainage AMP) the level of service was drawn from an annual customer service 
satisfaction survey. The results of this survey are listed below: 
 
ASSET CATEGORY RESULT OF SURVEY 

(Performance Score -10 max) 
 

TARGET 

Maintenance of Stormwater Drainage Systems 
(Q12) 

6.19    n=525 

 

6.5 

Awareness of Council’s works to improve Water 
Quality eg. pollution traps/wetlands (Q30) 

44% aware    n=600 60% 

Performance of Pollution Traps/wetland works 
(Q31) 

6.93    n=263 7.0 

Status of Local Streams/Waterways (Q32) 

Becoming Better 

Staying the Same 

Becoming Worse 

n=600 

25% 

54% 

21% 

 

40% 

55% 

5% 

Street and Gutter sweeping per quarter (Q 33 Waste) 

(Impacts directly on frequency of drainage system maintenance.) 
6.28    n=600 7.00 

 

Performance Score 6.99 – 6.00: Residents consider Council’s had performed moderately. 
Performance Score below 5.99: Residents consider Council’s had performed poorly. 

 
Residents perceived that Council has performed moderately with regard to the level 
stormwater drainage maintenance. 
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Future Demand 
 
 The existing stormwater infrastructure is not expected to increase significantly due to 
predicted population growth as “greenfield” lands have already been developed and 
the current draft Residential Strategy promotes a concentrated rather than a dispersed 
model.  On-site detention requirements in medium density developments will assist in 
management of run-off, although introducing the risk of maintenance failure and 
subsequent damage to (mostly privately owned) infrastructure. 
 
New developments on vacant or underdeveloped land will however, likely affect 
existing water quality and quantity conditions in Hornsby Shire’s catchments. New 
drainage structures, including pipes, gross pollutant traps and detention storages will 
be required to be implemented as a result of such new development. On this basis, it is 
reasonable to require a contribution in these areas once the extent of anticipated 
development and required drainage facilities have been identified. 
 
The current annual level of funding of $0.5M per year for the Stormwater Drainage 
Improvement Program, which addresses water quantity, should preferably be 
increased to $1.0M to meet the increased demand on infrastructure from population 
growth and system capacity upgrades.  Similarly, the CRR (Water Quality) 
Improvement Program is currently formulating an extended capital works program for 
the period 2007-2012, to continue with the retrofitting of structures to address 
stormwater pollution from existing urbanised areas.  All new developments larger 
than 2,500 m2 are required to provide permanent water quality assets as a condition of 
development consent to address pollution and/or percent imperviousness arising from 
the change in the land use. 
 
Funding for the environmental component of this asset class is hypothecated to the 
CRR rate levy, and as such is generally not subject to the same constraints that the 
stormwater quantity component experiences. 
 
Stormwater drainage maintenance works is currently funded at $1.26M annually, 
consisting of $1.22M towards stormwater drainage system (quantity) maintenance and 
$0.4M towards maintenance of stormwater quality improvement works. This total 
expenditure excludes the $0.27M street sweeping expenditure which assists the 
system’s performance and may reduce future storm event based maintenance.  This 
funding level is considered to be adequate to maintain the condition of the existing 
drainage network at the present condition. The Catchments Remediation Rate (CRR) 
program has budgeted for a proportional increase in maintenance and upgrades in line 
with increasing new capital works and depreciation of current assets. 
 
The greatest concern with this asset class relates to the need for significant 
enhancement of drainage systems to cope with levels of stormwater run-off that are 
currently experienced.  Current design standards require drainage infrastructure to 
handle a 5% annual exceedence probability rainfall event (also known as a 1 in 20 
year storm) with above ground provision made for a 1% event (1 in 100 year storm).  
Many of Council’s drainage systems were only designed (prior to current standards 
being adopted) to accommodate a 20% (1 in 5 year) or 50% (1 in 2 year) event.  
Increases in impermeable areas due to in-fill development (prior to on-site detention 
being specified) have not helped this situation. 
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In order to address this concern, a series of stormwater planning exercises have been 
undertaken, resulting in the development of an enhancement program totalling $38M 
(2008/09).  This is currently only funded at $500k pa, and is clearly insufficient. 
 
 
 

Financial Forecast 

 
This section outlines the long term financial requirements relating to the operation, 
maintenance, renewal and capital expenditure for the stormwater drainage assets 
within Hornsby Shire.   
 
These requirements are based on life cycle costs predicted for stormwater drainage 
assets for the years spanning from 2005 till 2025.  They are based on strategies 
developed in sections of the Stormwater Drainage AMP to ensure these assets meet 
the level of service required over this 20-year period, and do not address enhancement 
issues, as discussed above. 

Stormwater Drainage System 

 
The 20-year financial forecast for Council’s stormwater drainage assets and 
stormwater quality assets are summarised respectively. 
 
 

20-Year Financial Forecast for Drainage System Assets 
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Features of these financial projections are: 
 

 Currently, there are no reliable financial models for life cycle modelling of 
stormwater drainage assets such as pits and pipes.  Present knowledge seems to 
indicate that these assets, if correctly manufactured and constructed in a benign 
environment may last for 250-300 years before needing replacement.   

 Currently, Hornsby Shire drainage assets have an average residual life of 65 
years based on an assumed 100 year life.  It can be reasonably assumed that large 
scale replacement of these assets in the near future, certainly over the 20-year life 
of the AMP, need not be considered.  Until more reliable knowledge of the life 
cycle of these assets is known and further condition data from Council’s 
inspections is available, it is assumed that current maintenance practices are 
sufficient to keep the system at the required level of service (neglecting capacity 
considerations). 

 Capital works will primarily consist of renewals and capacity related 
improvements.  These will be adequately catered for by a continuation of current 
maintenance and funding through the Improvement Programme. 

 Since Hornsby Shire is now substantially fully developed, no significant 
expansion or gifted capital works are anticipated over the period of this AMP.  
The length of pipe work and number of pits will vary due to infill development 
and changes due to improvements as part of the Road Improvement Programme 
where improved stormwater infrastructure is provided when roads are upgraded. 

 

Stormwater Quality Structures 

 
Features of these financial projections are: 

 New capital works and ongoing maintenance of water quality assets is currently 
financed through a special rate (the Catchments Remediation Rate) under the 
NSW Local Government Act 1993. Currently at 5% of Council’s Ordinary Rate 
and with no sunset clause.  

 Cumulative Operating Expenditure (Cum. Op Ex) includes the cumulative 
operation/maintenance expenditure and asset renewals and upgrades associated 
with assets reaching their optimum life or age. It is envisaged that around year 
2024, the opportunity for new capital work sites across the Shire will decline, 
resulting in a simultaneous exponential increase in operational and renewal costs. 
These operational and renewal costs will be met from the existing special rate. 

 

PUBLIC BUILDINGS 
 
In developing the Buildings Asset Management Plan (Buildings AMP) the level of 
service was drawn from an annual customer service satisfaction survey. The results of 
the survey are listed below: 
 
ASSET CATEGORY RESULT OF SURVEY 

(Performance Score -10 max) 
TARGET 

Maintenance of Council Buildings (Q37) 7.31 7.00 
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Performance score 7.99 – 7.00: Residents consider Council had performed well. 
Performance Score 6.99 – 6.00: Residents consider Council had performed moderately. 
Performance Score below 5.99: Residents consider Council had performed poorly. 
 
Council uses the community satisfaction survey as a performance measure of 
customer satisfaction.  Residents perceived that Council has performed moderately 
well with regard to the maintenance of public buildings. 
 
Future Demand 

 
The numbers of public buildings are not expected to increase significantly due to 
predicted population growth as “greenfield” lands have already been developed and 
the Housing Strategy promotes a concentrated rather than a dispersed model. 

 
Financial Forecast 
 
This section outlines the long term financial requirements relating to the operation, 
maintenance, renewal and capital expenditure for the public building assets within 
Hornsby Shire.  
 
These requirements are based on life cycle costs predicted for public buildings assets 
for the years spanning from 2007 until 2027.  They are based on strategies developed 
to ensure these assets meet the level of service required over this 20-year period. 
 
Asset Sustainability Model Study 
 
Council engaged Consultant J Roorda and Associates in November 2006 to undertake 
a Council wide study to quantify the sustainability of short and long term financial 
funding for Council’s total asset base.  
 
In undertaking this study, asset types were chosen to represent the expenditure areas 
displayed below. 
  
Asset Sustainability Modelling Categories 
 
Asset Class – Public Buildings 

Financial Asset Type 
Sustainability Asset Modelling 
Type 

Buildings ( includes Administration, Depots, 
Community, Cultural, Libraries) 

Buildings 

 
 
Results of Updated Sustainability Study 
 
Council’s improvement/upgrading and maintenance expenditure for the key public 
buildings asset types was recently modelled for financial sustainability using the 
consultant’s financial model.  The table below summarises the components and their 
assumed useful lives used in this analysis.  Detailed Facility Management Plans have 
been prepared for the majority of these assets. 
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Assumed Average Useful Life – Public Buildings Assets 
 

Asset  
Assumed  Average Useful 

Life (years) 
Buildings 100 

 
 
Using these inputs, the modelling analysis was undertaken and the table below 
summarises the results obtained. 
 
Summary of Financial Modelling as at 30 June 2009 
 
Description Public Buildings 

Buildings 

Total Current Replacement Cost 
 

$130,707,000 

Average Annual Asset Consumption (AAAC) 
 

$1,310,000 

Average Annual Maintenance Expenditure 
(CME)1 

 
$1,610,000 

Average Annual Capital Renewal Expenditure 
(ACRE) 1 

 
$480,000 

Annualised Life Cycle Cost (ALCC) = AAAC 
+ CME 

 
$2,920,000 

Sustainability Ratio (SR) = (CME+ACRE/ALCC 
 

0.72 
 

Notes: 
 
 

1  Average Annual Maintenance Expenditure 2000 to 2010  
2  Average Annual Capital Renewal Expenditure 2000 to 2010  
3  Includes Air Conditioning Maintenance and Capital Renewal Expenditure 
 
Sustainability of Public Buildings Assets 
 
There is currently some considerable uncertainty in estimating actual asset life and as 
such the consumption of an asset’s service potential can be significantly affected by 
the length of asset life used.  This modelling study has been however, based on the 
best engineering assessments of the remaining life of these assets.  As more 
knowledge in this area becomes available, the model outputs can be refined. 
 
Given these known limitations for this type of financial modelling, an asset with a 
sustainability ratio between 0.8 and 1.0 is considered to be operating at a sustainable 
level.     
 
Currently, these results indicate that Council’s Public Buildings assets are operating 
below a sustainable level, at the current level of service and real funding levels.  
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There has been additional capital renewal expenditure provided for this Centre since 
2007, elevating the Sustainability Ratio from 0.7 in 2006.  The current annual 
maintenance expenditure of $1.61M is sufficient for this asset class.  However the 
required average annual capital renewal expenditure of $0.637M has not been fully 
funded, with a current allocation of $0.423M. 
 
 
OPEN SPACES 
 
Level of Service 
 
In developing the Open Space Asset Management Plan (Open Space AMP) the level 
of service was drawn from an annual customer service satisfaction survey. The results 
of this are listed below: 
 
ASSET CATEGORY RESULT OF SURVEY 

(Performance Score -10 max) 
TARGET 

Maintenance of Parks & gardens & children’s 
playgrounds 

7.05 7.80 

Maintenance of safe & enjoyable sportsgrounds 7.01 7.50 

Sufficient opportunities for skateboarding/rollerblading 3.98 7.50 

Sufficient opportunities for exercising dogs 

 

6.17 7.50 

Sufficient sports grounds in my neighbourhood 

 

7.15 7.80 

Sufficient Parks and children's playgrounds in my 
neighbourhood 

7.14 7.80 

 
 
Financial Forecast 
 
A 20 year projection (from 2006 – 2026) was prepared for the two broad categories of 
open space within Hornsby Shire: Parks/ Reserves and Sportsgrounds. The 
projections are based on lifecycles for each asset within these broad open space 
categories.  
 
Expenditure is identified by asset group under the following headings: 
 

 Total maintenance (including operational) expenditure 
 Total maintenance and renewal expenditure 
 Total expenditure 
 Annualised lifecycle costs or depreciation. 
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Description Open Spaces 

 
Parks and Reserves 

 $ 
Sportsgrounds 

$ 

Total Current Replacement Cost 
 

23,627,399 
 

28,499,111 
 

Average Annual Asset Consumption1 
 

 1,231,921 
 

1,413,704 

Current Maintenance Expenditure (CME) 
 

1,676,207 
 

1,757,739 

CME plus Renewal Expenditure 
 

2,376,207 
 

2,457,739 

Annualised Life Cycle Cost 
 

3,026,210 
 

3,171,443 

Sustainability Ratio (SR)2 
 

79% 
 

77% 
 

Notes: 
 

1. Amounts expressed in 2006 dollars. 
2. This is an estimate of asset depreciation based on an assumed average economic life for the 

asset. 
3. Sustainability Ratio – Current Maintenance and Renewal Expenditure/Annualised Life Cycle 

Cost. 
 

Key results of the financial projections are: 
 
 In 2006 the ratio of actual expenditure versus lifecycle cost for local and 

specialty parks and sportsgrounds was 0.79 and 0.77 respectively. 
 

Generally speaking a ratio below 0.8 suggests that it will be difficult to fund the 
required improvements from existing budget allocations. Ratios in the order of 0.8 to 
1.0 are acceptable.   
 
Accommodating the increased costs for maintaining existing and new improvements 
as well as renewing old assets will continue to be a challenge. However, the 
absorption of these costs is feasible, not only through the use of judicial borrowings 
but potentially options such as disposing of some underutilised assets across the local 
government area, continuation of productivity improvements and if required the 
introduction of reduced levels of maintenance services and the like.     
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Future Demand 
 
 A review of Council’s strategic intent, the Hornsby community’s aspirations and the 
anticipated characteristics of its population, has identified a range of public facilities 
and public amenities as being required to satisfy the demands of the existing and 
expected population.  
 
 There are apparent gaps in the provision of different types of open space settings 

and different types of leisure/community facilities. 
 
 There is an under-supply of facilities for some types of organised sport (soccer, 

cricket and softball) and also for 'unstructured' activities (cycle ways and walking 
trails, picnic areas, dog off-leash areas and skate and BMX facilities). 

 
Some of these gaps will be accommodated through the imposition of s94 
contributions.  However, this mechanism will not be sufficient to address the existing 
shortfall in some forms of open space, notably playing fields (Sports Facility Strategy, 
2006).  Further, it now appears the imposition of a cap on contributions will require 
Council to decide between the provisions of local open space vs. district open space 
opportunities such as sportsgrounds/large specialty parks.  For many years Hornsby’s 
strategy has been to maximise, through improvements to increase capacity, use of its 
existing open space areas as opposed to the acquisition of new areas. This approach, 
while financially responsible, has exacerbated the undersupply of active open space to 
such an extent that current active open space areas are now being over used and caps 
placed on the amount of registrations that clubs can accommodate. The new s94 rules 
exacerbate the problem.    
 
An opportunity exists to develop land, currently owned by Council, at Old Mans 
Valley, Hornsby to address the problem of undersupply. This 12 hectare parcel of 
land is centrally located to many residents in the Shire and in the vicinity of areas 
nominated for increased population growth. It is capable of accommodating a range of 
open space preferences, including active sports. Realisation of the project will depend 
on an injection of substantial funds, currently estimated in the order of $13 million. It 
is only possible to provide such a facility in a timely way through the injection of 
funds through a rate variation as described in the submission accompanying this 
document. Such a facility will benefit both the current and future residents of the 
Shire.  
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LEISURE FACILITIES  

The scope and value of the assets covered by the Leisure Facilities AMP are given in 
Table 1.1. 

Value of Assets in the Leisure Facilities AMP 

Asset Type 
Replacement Value 

as at 30 June 2009 ($) 
Hornsby Aquatic Centre 4,652,000   * 
Galston Aquatic Centre 3,293,000 
Epping Aquatic Centre 5,067,000 
Thornleigh Brickpit Stadium 8.931,000 
 
 
* Council has been advised that the future of the Hornsby Aquatic Centre cannot be 
guaranteed after 30 June 2012.  The replacement of this facility is currently being 
considered by Council.  The anticipated capital commitment (of the order of $20M) is 
significant and cannot be addressed within current budget forecasts.  Funding for this 
asset renewal task is not covered in the scope of this financial plan. 
 
 
Level of Service 
  
In 2006, Council engaged Owl Research and Marketing Pty Limited to prepare its 
annual Customer Satisfaction Study and Community Satisfaction Study. The study 
found: 
 
“Council providing swimming pools were very important to residents (8 out of 10 in  
importance) with 41% (84 people)of this sample having used at least one of Council’s 
swimming pools within the previous 3 years, with these users most likely to have 
been female, aged 16-39 years and to have children under 12 years of age.   
 
Some relevant questions asked in relation to Aquatic facilities are listed below. 
 
Q.27. In the past 3 years, have you used one of the Council swimming pools in the 
Shire? 

 
 
Q.30. The importance of Council providing aquatic facilities. 
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8 out of 10 as a score, indicates that residents consider it to be very important for 
Council to provide aquatic facilities, with this level of importance rising even higher 
(8.92 out of 10) amongst families with children < 12 years of age.  
 
The Research Study also showed that residents consider it to be very important for 
Council to provide aquatic facilities, with the level of importance increased amongst 
families with children less than 12 years of age.”  
 
A customer satisfaction survey of patrons at the Aquatic Centres was carried out by 
Owl Research and Marketing in 2006 that indicated that the level of service provided 
by the centres were generally highly satisfactory however the facilities required 
upgrading of the change rooms and toilets and the centres required repainting. 
Significant Maintenance and Capital Renewal Expenditure provided for Epping 
Aquatic Centre and Galston Aquatic Centre since 2007 has addressed these concerns.. 
 
A survey (self-completion questionnaire) amongst a cross-section of regular users of  
Council’s three (3) Aquatic Centres was developed and distributed to regular pool 
users at the three aquatic centres. The following key findings were noted: 
 

 Good water quality 
 Need to upgrade changing facilities 
 Poor parking at Hornsby  
 User rating in terms of value for money was as follows - Epping: 88%, 

Galston: 89% and Hornsby:  92%. 
 Overall satisfaction - Epping: 8.69, Hornsby: 8.22, Galston: 8.15 (out of 

10). 
 
It should be noted that there has been significant Maintenance and Capital 
Renewal Expenditure provided for Epping Aquatic Centre and Galston Aquatic 
Centre since 2007 following this customer satisfaction survey. 
 
 
Future Demand 
 
Based on the 2001 Census, Hornsby Shire had a population of 145,968 people, 
comprising 3.7% of Sydney’s urban population of 3,997,321 people.   
 
The forecast population for Hornsby Shire, based on Council and State Government 
projections for 2006 to 2025 at five year intervals, is presented in Table 3.1.  The 
forecast population for 2025 is 172,950 people; an increase of 15,328 people over 
Council’s projection of 157,622 people in 2006.  The existing leisure facilities are not 
expected to increase significantly due to predicted population growth as “greenfield” 
lands have already been developed and the Residential Strategy promotes a 
concentrated rather than a dispersed model. 
 
FINANCIAL FORECAST 
 
This section outlines the long term financial requirements relating to the operation, 
maintenance, renewal and capital expenditure for the leisure facilities assets within 
Hornsby Shire.  
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These requirements are based on life cycle costs predicted for leisure facilities assets 
for the years spanning from 2007 till 2027.  They are based on strategies developed in 
earlier sections of this asset management plan to ensure these assets meet the level of 
service required over this 20-year period. 
 
Council Asset Sustainability Model Study 
 
Council engaged Consultant J Roorda and Associates in November 2006 to undertake 
a Council wide study to quantify the sustainability of short and long term financial 
funding for Council’s total asset base.  
 
In undertaking this study, asset types were chosen to represent the expenditure areas 
displayed in Table 6.1. 
  

Asset Sustainability Modelling Categories 
 

Asset Class – Leisure Facilities 

Financial Asset Type 
Sustainability Asset Modelling 

Type 
Aquatic Centres Aquatic Centres 
Sports Centres Sports Centre 

 
 
Results of Sustainability Study 
 
Council’s improvement/upgrading and maintenance expenditure for the key leisure 
facilities asset types were then modelled for their financial sustainability using the 
consultant’s financial model.  Table 6.2 summarises the components and their 
assumed useful lives used in this analysis. 
 
 Assumed Average Useful Life – Leisure Facilities Assets 

 

Asset  
Assumed  Average Useful 

Life (years) 
Hornsby Aquatic Centre *** 
Galston Aquatic Centre 100 
Epping Aquatic Centre 100 
Sports Centre 100 

 
**** Hornsby aquatic Centre will reach the end of its serviceable life in June 2012. 
Planning is currently underway for the replacement centre. 
 
 
Using these inputs, the modelling analysis has been updated and Table 6.3 
summarises the results obtained. The financial modelling includes the replacement of 
Hornsby Aquatic Centre as the current centre will reach the end of its serviceable life 
as at 30 June 2012 based on structural engineering advice. 
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Summary of Financial Modelling  
 

  

Description 
 

Hornsby Aquatic 
Centre 

 
Galston Aquatic 

Centre 
Epping Aquatic 

Centre 

 
Thornleigh  

Sports Centre 
 

Total Current 
Replacement Cost 

 
$4,652,000 

 
$3,693,0001 $5,667,0002 $8,931,000 

Average Annual 
Asset Consumption 

 
$47,000 

 
$37,000 $57,000 $89,000 

Average Annual 
Maintenance 
Expenditure (CME) 

 
$25,0003 

 
$36,0003 $ 52,0003 $30,0004 

Average Annual 
Capital Renewal 
Expenditure 
(ACRE) 

 
 

05 

 
 

$ 5,0005 
 

$10,0005 
 

$13,0005 

Annualised Life 
Cycle Cost ALCC = 
(CME + AAAC) 

 
$72,000 

 
$73,000 $109,000 $119,000 

Current 
Sustainability Ratio 
SR = 
(CME+CRE)/ALCC 

 
 

0.35 

 
 

0.56 
 

0.57 

 
0.36 

 

 

 
 
1. Includes Mechanical Plant Equipment Replacement Cost of $400,000 

2. Includes Mechanical Plant Equipment Replacement Cost of $600,000 

3. Average Annual Maintenance Expenditure 2000 to 2010 

4. Average Annual Maintenance Expenditure 2005 to 2010 

5. Average Annual Capital Renewal Expenditure 2000 to 2010 

6. Average Annual Capital Renewal Expenditure 2005 to 2010  

 

 

Sustainability of Leisure Facilities Assets 
 
There is currently some uncertainty in estimating actual asset life and as such the 
consumption of an asset’s service potential can be significantly affected by the length 
of asset life used.  This modelling study has been however, based on the best 
engineering assessments of the remaining life of these assets.  As more knowledge in 
this area becomes available, the model outputs can be refined. 
 
Given these known limitations for this type of financial modelling, an asset with an 
SR between 0.8 and 1.2 is considered to be operating at a sustainable level:  
 

 The Hornsby Aquatic Centre is currently operating well below a sustainable 
level as only essential maintenance is being carried out at the centre. 

 
  

 The Galston Aquatic Centre is operating below a sustainable level. There has 
been significant Maintenance and Capital Renewal Expenditure provided for 
this Centre since 2007 elevating the Sustainability Ratio from 0.35 in 2006. It 
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is desired to increase the Sustainability Ratio to at least 0.8. It should be noted 
that that this centre is entering a phase whereby significant capital renewal 
expenditure on replacement of mechanical plant equipment is required over 
the next four years. 

 
 The Epping Aquatic Centre is operating below a sustainable level. There has 

been significant Maintenance and Capital Renewal Expenditure provided for 
this Centre since 2007 elevating the Sustainability Ratio from 0.30 in 2006. It 
is desired to increase the Sustainability Ratio to at least 0.8. It should be noted 
that that this centre is also entering a phase whereby significant capital 
renewal expenditure on replacement of mechanical plant equipment is 
required over the next four years hence the current elevated sustainability 
ratio. 

 
 The Thornleigh Sports Centre is a relatively new centre and is currently 

appears as operating well below a sustainable level as it has required few 
capital renewal works to date since the creation of the asset. 

 
  
 
 
 
20 Year  Maintenance and Capital Renewal Expenditure 
 
Table below provides a 20 Year Average Annual Maintenance Expenditure and 
Average Annual Capital Renewal Expenditure summary for each asset from 2007 
to 2027.  
 

Asset  
 

2007/2012 2012/2017 2017/2022 2022/2027 

Galston 
Aquatic Centre 

$88,000 $70,000 $136,000 $100,000 

Epping Aquatic 
Centre 

$184,000 $88,000 $157,000 $154,000 

Hornsby 
Aquatic Centre 

$50,000* $150,000** $150,000** $150,000** 

     
Thornleigh 
Brickpit 
Stadium 
 

$36,000 $171,000 $121,000 $258,000 

 
*   Includes essential structural repairs 
** New aquatic centre based on 1% of construction cost of $15m. 
 
Funding of Annual Maintenance and Capital Renewal Works 
 

1. Annual Asset Maintenance Plans and Capital Renewal Plans for the next 
twenty years have been recently developed for the Leisure Facilities utilising 
an analytical program developed by Asset Future Pty Ltd.  
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2. The Annual Asset Maintenance Plans determine the funding required to 

maintain the Leisure Facilities at their desired level of service. Additional 
funding for the maintenance works of Epping and Galston Aquatic Centres has 
been requested in the 2010/11 Budget to supplement existing maintenance 
funding provided annually from General Working Funds. The additional 
funding together with the existing funding represents the average annual 
maintenance expenditure required over a twenty year period. 

 
3. Hornsby Aquatic Centre is reaching the end of its serviceable life and existing 

annual maintenance funding is being utilised to carry out only essential 
maintenance works and essential structural repair work. The aquatic centre is 
expected to reach the end of its serviceable life in June 2012. 

 
4.  The Capital Renewal Plans determine the funding required to replace major 

components of the leisure facilities over a twenty year period. The Capital 
Renewal funding for the Aquatic Centres is currently not funded, and must be 
considered by Council on an annual basis in the event that additional loan 
borrowings are agreed . The annual Capital Renewal Works compete with 
other projects within Council as “Phase-ups” funded from either excess 
General Working Funds or Borrowings. Capital Renewal and Maintenance 
works for the aquatic centres have been funded by an “Asset Management 
Loan” for the past three years. 

 
5. The Thornleigh Sports Centre is self sustainable and annual maintenance 

works and capital renewal works are funded by a Restricted Asset fund 
sourced by income received for hire of the facility by the various sporting 
groups.  

 
 
FORESHORE FACILITIES 
 
Level of Service 
 
In developing the Foreshore Facilities Asset Management Plan (Foreshore Facilities 
AMP) the level of service was drawn from an annual customer service satisfaction 
survey. The results of this survey are listed below: 
 
 
ASSET CATEGORY RESULT OF SURVEY 

(Performance Score -10 max) 
TARGET 

Performance of water quality works 6.93 7.0 
 

Performance Score 6.99 – 6.00: Residents consider Council’s had performed moderately. 
Performance Score below 5.99: Residents consider Council’s had performed poorly. 

 
This is a good result with longer term residents rating Council higher than newer 
residents. 
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Future Demand 
 
 
The forecast population for 2025 is 172,950 people; an increase of 15,328 people over 
Council’s projection of 157,622 people in 2006.  The existing stormwater 
infrastructure is not expected to increase significantly due to predicted population 
growth as “greenfield” lands have already been developed and the current draft 
Housing Strategy promotes a concentrated rather than a dispersed model. 
 
Population growth across the Hornsby Shire and across Sydney in general, will 
increase the pressure on its waterways.  The Shire’s foreshore facilities are currently 
heavily used especially during week ends.  These facilities will face increasing 
pressures for upgrading and maintenance due to increase usage as the population 
increases.  The pumpout facility at Kangaroo Point currently collects more than 
300,000 litres of raw effluent each year and it is estimated that this is only half of the 
effluent generated on the waterway. Current maintenance of this facility costs $70,000 
pa. These costs will continue to increase through time. Increasing population also 
correlates to increased nutrient pollution from the catchment. This impacts on the 
incidence of harmful algal blooms in the estuary and results in the need to manage 
these blooms with the assistance of the algal bloom monitoring probe at Calabash 
Bay. Current maintenance costs of this facility are $20,000 pa. 
Foreshore facilities maintenance works is currently funded at $180,000 annually: 
consisting of $90,000 towards wharf and jetty maintenance; and $90,000 towards 
maintenance of monitoring probes and the pumpout facility.  This funding level is 
considered to be inadequate to maintain the condition of the existing foreshore 
facilities at the present condition.   
 
The future impact of sea level rise has not been currently taken into account in Asset 
Management Plans developed for this asset class.  The extent of any impact on this 
asset class is currently unknown but is being further investigated as part of the 
ongoing review of this asset class. 
 

Financial Forecast 

 
This section outlines the long term financial requirements relating to the operation, 
maintenance, renewal and capital expenditure for the foreshore facilities within 
Hornsby Shire.   
 
These requirements are based on life cycle costs predicted for foreshore facilities for 
the years spanning from 2005 till 2025.  They are based on strategies developed in 
sections of the Foreshore Facilities AMP to ensure these assets meet the level of 
service required over this 20-year period. 
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The 20-year financial forecast for Council’s foreshore facilities is summarised below. 
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4.0 DEVELOPMENT CONTRIBUTIONS 
 
Council’s ability to fund new services and infrastructure and augment existing 
services and infrastructure to accommodate an increase in population was 
significantly dampened with the NSW Government’s introduction of a cap on local 
development contributions.  In January 2009, a direction was issued to councils under 
the EP&A Act limiting local development contribution charges to a maximum of 
$20,000 for a typical residential dwelling. 
 
Under the Metropolitan Strategy, the NSW Government requires Council to provide 
an additional 11,000 dwellings by 2031, of which the first 2,600 dwellings are 
required within the next 10 years.  Council has identified housing growth over the 
next 10 years within the (draft) Hornsby Shire Housing Strategy. 
 
The new growth indentified under the Housing Strategy will require Council to 
provide new community facilities and infrastructure including open space (passive 
and active), community facilities, road improvements and augment existing drainage.  
It is anticipated that the most expensive infrastructure will be the acquisition of land 
for open space purposes and intersection upgrades on existing roads.  In some 
precincts, it is anticipated that infrastructure costs will be in the order of $30,000 to 
$35,000, which is considerably more than the $20,000 cap imposed by the NSW 
Government.      
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5.0 HORNSBY QUARRY 
 
In 2002, Council was required, pursuant to the Hornsby LEP, to acquire the lands 
comprising the former Hornsby Quarry.  This land is 29ha in area and includes a 
disused Quarry pit of 10ha, approx 300m wide and 100m in depth.  The land is 
community land and has an open space zoning.  The requirement to acquire this land 
presented Council with a significant financial challenge. 
 
The former owners of the land were entitled to compensation as determined by the 
Valuer General, who determined the compensation at $25.1 Million.  Council 
subsequently received approval to levy a special rate to 2014/15 to fund that part of 
the purchase that was not able to be covered from existing funds. 
  
Since the date of acquisition, council has been responsible for the maintenance and 
security of the lands, and has adopted a policy of essential actions only to ensure the 
site is fenced and safe until the lands can be used by the community in a meaningful 
manner.  Activities are limited to security, maintenance of protective fencing and such 
activities necessary to ensure that Council staff can access the site in safety for 
essential maintenance purposes.  This work has been funded from working funds, and 
will continue to be so funded.  Activities of a capital nature have been funded from 
restricted assets held by Council, but will need to be funded from working funds when 
these assets are exhausted. 
 
A number of planning and technical studies have been undertaken to assist Council in 
its planning for the future management of the lands.  These have been funded from 
restricted assets held by Council in each case.  Legal advice has been similarly 
funded. 
 
Council has resolved to seek the necessary approvals that will enable it to fill the 
quarry pit with VENM fill, thereby rendering the site safe for use by the community 
following embellishment.  It is envisaged that work associated with the approvals will 
cost in the order of approximately $300K.  The filling of the quarry pit is a long term 
project that, if approved, will extend beyond the term of this plan, and will incur an as 
yet unquantifiable cost.  In the interim, Council has commenced to pump the quarry 
pit clear of water in order to stabilise the sides of the pit against collapse, as 
recommended by Council’s geotechnical consultants.  This project will incur an 
annual cost of approximately $100K (in 2009 dollars), and has been included in the 
current projections. 
 
Council is also engaged in a number of legal actions seeking recovery of the monies 
paid for the acquisition of the lands.  These actions have been commenced with the 
concurrence of Council’s legal advisors and have been funded to date from restricted 
assets held by Council.  Success will mean that additional funds will return to 
Council.  This eventuality has not been provided for in this Plan. 
 
Developments in respect of the quarry lands are fluid, and will be closely monitored 
for any impact on this Plan, and action taken as necessary.     
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6.0 FUTURE BUSINESS FOCUS 
 
High dependency upon rate revenue both now and as forecasted over the LTFP period 
will continue to place pressure on Council’s ability to keep pace with cost increases 
and therefore maintain services at existing levels. Many of the key performance 
indicators projected in section 3 of this document will be a challenge to Council’s 
long term financial sustainability if corrective action was not undertaken. The 
assessment of the long term financial plan results in December 2009 resulted in 
immediate action to be taken during the 2010/11 Budget process. The action taken 
and impact on key financial indicators will be discussed below. 
 
2010/11 Budget Action 
 
The 2010/11 and future budgets focussed on the critical issue of addressing and 
determining infrastructure asset management as the highest priority. There are a 
number of reasons for this: 
 
 The management of financial and other risks. 
 The high volumes of infrastructure assets that are utilised for service provision 

require substantial costs in both maintaining and replacing these assets.   
 Funding gaps to be addressed in future editions of the Long Term Financial 

Plan. 
 
Overcoming a funding gap in respect of asset renewal will require balancing desired 
future services and service levels against risks and use of available resources. It would 
be strategically counterproductive to focus too much attention on increasing service 
levels before existing service levels and associated funding gaps have been quantified 
and strategically addressed. This will involve some of the following steps: 
 
 Review of services provided currently to identify areas of possible reductions. 
 Review of projected future services to ensure they are appropriate and 

financially viable. 
 Identify any surplus or idle assets for possible sale. Asset Rationalisation. 
 Source additional funding from operations (increase income or reduce 

expenses). 
 Responsible increases to loan borrowing. 
 Community consultation in respect of a special rate levy to fund infrastructure 

improvements.  
 Review internal restrictions for potential release and/or redirection towards 

asset renewal or towards debt servicing. 
 Priority towards asset renewal capital works over upgrade/expansion or new 

asset creation. 
 Transfer of proposed capital upgrade/expansion funding to capital renewal. 
 Review of business activities to determine best mode of service delivery and 

set net subsidy or net surplus levels. 
 A maturity assessment undertaken for each asset class. 

 
For borrowings to be undertaken, projects must have had a full lifecycle cost analysis 
undertaken, proving that future cash inflows will exceed the cash outflows, or 
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alternatively that the additional costs are quantified because of the community benefit 
associated with the project in the long term financial plan. 
 
Where reasonably possible, fees and charges should be increased, as a minimum, by 
the CPI and that fee for service activities are provided, as a minimum, on a full cost 
recovery basis. Current council business activities could be the first activities for 
review. 
 
The estimated budget deficit for 2010/11 in this Plan (see page 1) was reported at 
$1.154 Million. The first cut of the 2010/11 budget resulted in a deficit of $1.164 
Million. Based on the initiatives above the original forecasted budget deficit was 
reduced and a surplus of $19,940 was able to be placed on public exhibition. The 
financial constraints referred to below required considerable effort from staff and 
Councillors in order to achieve this result and will be made permanent. 
 
Some of the issues that commenced immediately were: 
 

 In order to maintain tight control over expenditure levels in the budget 
process, advice was provided to budget managers that no increase was able to 
be applied to operating budget material and contract expenditure. This was 
despite substantial price increases, particularly for construction materials. Any 
increase has been required to be offset by productivity improvements, service 
reductions or increased fees. 

 The review of services to achieve a minimum reduction in expenditure of 
$620K. The consequences of this review cannot be determined at this stage, 
but staff and the community will be informed of the decisions that may affect 
them. 

 Operational expenditure budgets reduced by $250K. This has involved 
reducing discretionary items such as printing, stationery, subscriptions, 
publications, postage, catering and other miscellaneous expenses. 

 The review of the business activity - child care, to include all direct and 
indirect costs including the payment of rental in the setting of fees.  

 Continuance of an additional $1M annually in loan borrowing to be allocated 
towards addressing infrastructure backlogs. 

  Priority towards asset renewal capital works over upgrade/expansion or new 
asset creation. 

 Ongoing community consultation towards a special rate variation to fund 
infrastructure works.  

 
 
Impact on Key Financial Indicators 

 
Additional amendments to earlier forecasted results: 
 

 Adjust Roads to Recovery income back to original levels. Failure to receive 
ongoing funding at existing levels may require a reduced level of expenditure 
towards the maintenance of roads. 

 Rate pegging allowance to be assessed as the prior years CPI plus an 
estimated 0.5% based on labour and rates growth. A cap of 3.5% was applied. 
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 Key initiatives undertaken to balance the 2010/11 will be permanent. 
 Proposed reduction in income from service authorities and road opening 

permits will be offset by reduced expenditure in these areas. 
 The deletion of the Works Materials Index. This index was established to 

ensure that current material and construction resources were able to be 
maintained into the future.  

 Fair Value adjustments for investments based on February valuations. 
 
 
Key financial indicators that have been impacted by the remedial action taken above 
have been restated below. The financial indicators: Debt Service Ratio and 
Outstanding Rates & Annual Charges are not anticipated to materially change. 
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Budget Result 
 

 
 
The consequence of permanent expenditure reductions achieved in the 2010/11 
Budget process will result in a small budget surplus over the period of this Plan. 
Council’s ability to expand existing services or to take on new services will be limited 
unless an existing service is downsized to offset any new or expanded service. 
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The deletion of the Works Materials Index over the period of the Plan in order to 
achieve a financially sustainable result will result in maintenance and renewal costs 
falling below current service levels. This will place ongoing pressure on infrastructure 
maintenance and renewal requirements. Either this will have to be accepted or further 
services be reviewed that could be ‘downsized’ and/or closed so that financial 
resources can be redirected towards renewal and maintenance expenditure. To address 
the infrastructure shortfall Council has commenced with the process to seek a special 
rate variation. The infrastructure Levy as it has been referred to will be applied 
towards improving Hornsby’s ageing infrastructure.  
 
 
   
Working Funds Result 
 

Net Available Working Funds - Forecast
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The level of working funds improves significantly over the Plan period reaching 
suggested targets by 2015/16. 
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Unrestricted Current Ratio 
 
As presented in the graph below, Councils unrestricted current ratio is held above the 
1:1 target showing a forecasted improvement in the latter years of this Plan. 
 
 
 

Unrestricted Current Ratio - Forecast
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Income Statement 
 
While the Income Statement is significantly improved due to expenditure reductions 
and improved investment income, the issue of rate revenue dominating council’s total 
revenue will continue. Annual rate increases will be unable to absorb employee, 
statutory, materials and contract cost increases. 
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Balance Sheet 
 
As represented below significant improvement will occur in Cash and Investments 
compared to earlier predictions. The depletion of Cash and Investments will no longer 
be anticipated thereby ensuring prudent current asset levels.   
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Cash Flow Statement 
 
Annual budgets now predicting a budget surplus will result in an immediate 
improvement to previously stated levels of forecasted cashflow.  
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Net Financial Liabilities  
 
The level of Net Financial Liabilities as depicted below remains within financially 
acceptable levels. 
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7.0 INFRASTRUCTURE LEVY 
 
Based on community feedback from extensive engagement and consultation activities 
the Councillors, at a workshop in February, confirmed their intent to seek approval 
from the Minister for Local Government for a special variation to general income of 
5.8% above the rate peg to improve Hornsby’s ageing infrastructure and build new 
facilities to meet the changing needs of the community.   
 
The special variation proposed is 5.8% of the combined Ordinary (residential, 
farmland, business and CBD business) Rate and the Catchments Remediation Rate.  
The term of the special variation to general income is 20 years in order to align with 
the proposed loan period and be less than the anticipated life of the new and improved 
assets funded by the special variation. If approved, the special variation to general 
income would be known as an infrastructure levy, and commence in July 2010 for 20 
years.   
 
The purpose of the proposed infrastructure levy would be to fund the three priority 
projects of: 

 Replacement of the Hornsby Aquatic Centre 
 A new pedestrian overbridge across George Street  
 The provision of additional passive and active recreation space at Old Mans 

Valley 
 
Councillors also recognised the community desire to nominate ward specific projects 
and, therefore, proposed the total allocation of $1,500,000 per ward in the first two 
years of an infrastructure levy.  The projects to be funded would be determined by 
ward Councillors in collaboration with their constituents and according to project 
assessment criteria which would include triple bottom line principles and take account 
of ongoing financial and maintenance implications.  Local projects suggested by the 
community include: 

 Extension to the Brickpit Stadium 
 Stormwater drainage improvements 
 Upgrades to Epping and Galston pools 
 Improvements to community buildings 
 Footpath upgrades 
 Improved disabled access 
 Town Hall/Performing Arts Centre 
 Learn to swim facility at Berowra  
 Bike and skateboard parks 
 Bike tracks and trails 
 Improvements to amenities at local ovals 
 Upgrades to playgrounds 

 
Councillors are aware of the financial burden for pensioners and, therefore, propose a 
$10 rebate for pensioners and others eligible for financial relief in accordance with 
Council’s Hardship Policy. 
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If the special variation is approved, Council will report progress in a variety of ways, 
including in the Annual Report to the Community and on Council’s website, so that 
those with an interest are able to easily find the information and make comment.  
 
Community comment and feedback regarding the proposed infrastructure levy has 
been collected and collated since January 2010 in order to provide the Minister for 
Local Government with valid data reflective of community opinion.  Submissions 
received during the proposed further exhibition period from 18 March to 19 April 
2010 will be included in the data forwarded to the Minister at the end of the exhibition 
period.   
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Funding Proposal for Infrastructure  
 
Listed below in summary is the funding proposal for infrastructure work that is 
expected to be undertaken over the period of the proposed special rate variation. 
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Impact of Special Rate Variation on Key Indicators 
 
As proposed above the cash inflows are utilised towards cash outflows over the 20 
year period of the special rate variation. This will ensure the annual budget remains as 
forecasted as cash received from rates will be used to meet either debt servicing 
and/or capital expenditure requirements. Other key indicators requiring review based 
on the proposed special rate variation are:   
 
Outstanding Rates & Annual Charges 
 
No material change is anticipated in the collection of unpaid rates.  
 
The 2007/08 Comparative Information on NSW Local Government Councils has 
reported the NSW average at 5.2% and the Group 7 average at 5.79%. As forecasted 
below it is anticipated that Hornsby will remain below these averages.  
 
 
 

Outstanding Rates and Annual Charges - Forecast 
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Debt Service Ratio 
 
To undertake the level of capital expenditure proposed in the funding proposal 
presented above will require a substantial increase in loan borrowing. The results of 
the increased borrowing are reflected in the chart below.  
 
The Division of Local Government’s benchmark is that a ratio of less than 10% is 
satisfactory. This view is supported by Councils External Auditor. The 2007/08 
Comparative Information on NSW Local Government Councils reported Group 7 
councils with an average of 6.25%. The results below demonstrate that the Hornsby 
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Council will be below the industry benchmark of 10% and below the Group 7 average 
other than the years 2013/14 and 2014/15. 
    
 

Debt Service Ratio - Forecast
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Unrestricted Current Ratio 
 
The unrestricted current ratio remains within acceptable ranges as displayed below.  
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