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Foreword 

Shire President 

I am very pleased to present to the Community the 
Shire of Kojonup Long Term Financial Plan for the 
period 2015-2030.  

¢ƘŜ Ǉƭŀƴ ƛǎ ǇŀǊǘ ƻŦ ǘƘŜ {ƘƛǊŜΩǎ ƻƴƎƻƛƴƎ ŎƻƳƳƛǘƳŜƴǘ ǘƻ 
an integrated approach to respecting the past and 
planning and promoting today and for tomorrow. It 
provides the Council and the CƻƳƳǳƴƛǘȅ ǿƛǘƘ ŀ ǇƛŎǘǳǊŜ ƻŦ ǘƘŜ {ƘƛǊŜΩǎ ƭƻƴƎ 
term financial circumstances and assists us to meet our strategic objectives 
and outcomes.  

The Shire will encounter many challenges and opportunities over the next 
15 years. Changes in population levels and demographics bring with them 
changing community needs and expectations. The Council will require a 
clear understanding of its capacity to meet these service expectations as it 
maintains a strong focus on sound financial management. 

The Council welcomes community participation as we plan for a promising 
future for our District. I invite members of the Community to contact the 
Shire staff or a Councillor if they have any questions. 

Regards 

Ronnie Fleay 
Shire President 

Chief Executive Officer 

The Shire of KojonupΩǎ [ƻƴƎ ¢ŜǊƳ CƛƴŀƴŎƛŀƭ tƭŀƴ ƛǎ ŀƴ 
important financial tool as we strive to achieve the 
strategies set out in the ShireΩǎ {ǘǊŀǘŜƎƛŎ /ƻƳƳǳƴƛǘȅ tƭŀƴΦ 

The plan will be used with our Corporate Business Plan, 
Asset Management Plan and Workforce Plan to achieve 
our goals and drive the Shire in achieving its vision of 
ΨtǊƻǎǇŜǊƛǘȅ ŀƴŘ ƘŀǇǇƛƴŜǎǎ ǘƘǊƻǳƎƘ ƻǇǇƻǊǘǳƴƛǘȅ ŀƴŘ ŎƻƳƳƛǘƳŜƴǘΣ ƛƴ ŀ ǎŀŦŜ 
and well governed communityΩΦ  

The Shire has recently devoted significant resources into improving its 
strategic planning in line with the State reform agenda for Local 
Government. We have also investigated ways to improve services to the 
Community by resource sharing and collaboration with neighbouring local 
governments. This work continues as we constantly seek to improve our 
systems and service delivery. 

The staff have worked closely with the Council to prepare this plan and to 
highlight the financial issues that will require decisions in the future. I thank 
the staff for their effort in producing this comprehensive document.  

Best Wishes 

Rick Mitchell-Collins 
Chief Executive Officer 
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Executive Summary 

Planning for a Sustainable Future 

The Shire of Kojonup is planning for a positive 
and sustainable future. The Shire seeks to 
maintain, and where possible, improve service 
levels into the future while maintaining a 
healthy financial position. 

Assumptions 

The plan has been prepared based on the 
following broad assumptions: 

¶ The Shire population is forecast to 
remain stable; 

¶ The Shire will maintain its current service 
levels, where financially prudent the 
Shire will seek to increase service levels; 

¶ The level of grants and contributions for 
capital projects is forecast to decrease 
over the term of the plan; and 

¶ The Local and State economy will remain 
stable. 

Assets are expected to be adequately 
maintained and continue to provide existing 
levels of service. 

Financial Summary 
Operations  

The plan predicts a positive net result from 
operations for the term of the plan.   

Rates 

Annual rates have been based on an increase 
of 2% above inflation to allow for an increased 
level of services in the first five years of the plan 
and then reduced to the inflation rate of 3% for 
the remaining years of the plan. 

Grants 

Grants and contributions for operations are 
expected to be $2.56m in year one and 
thereafter increase by 3% per annum. Capital 
Grants and contributions are forecast to be 
$0.96m in year one and are expected to 
increase to $1.27m in year three for the 
upgrade at the Sports Centre carpark and 
synthetic court, and decrease for the 
remainder of the plan. 

Financing 

Cash backed reserves are forecast to increase 
from $2.46m to $7.58m over the 15 years while 
borrowings will reduce from $370,000 to 
$40,000 by June 2030. This will place the Shire 
in a strong financial position. 

 

 

Strategic Financial Issues 

The Shire has responsibility for the 
maintenance of a large asset base including a 
significant road network. To assist with this 
task, the Shire receives external grants from 
the Federal and State Government. Without 
this external source of revenue the Shire would 
face the prospect of requiring a substantial rate 
increase to maintain its current service levels.  

Major Projects 

Capital works are based on ǘƘŜ {ƘƛǊŜΩǎ asset 
management planning. Capital expenditure is 
reliant on the receipt of funding and is 
expected to continue to maintain current 
service levels. 

Significant building projects within the plan are 
Kodja Place, Staff Housing, Memorial/Lesser 
Hall as well as work on the Sports Centre and 
funding for general building renewals. 
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Introduction 

Planning Framework 

This Long Term Financial Plan has been prepared to 
achieve compliance with the Local Government 
(Administration) Regulations 1996.  

Development of the plan has also been influenced by the 
Department of Local Government and Communities 
Framework and Guidelines for Long Term Financial 
Planning. 

Community 

The Shire of Kojonup covers an area of 2,937 sq km in the 
Great Southern Region of Western Australia. Located on 
Highway 30, the direct route that runs South East from 
Perth to Albany, Kojonup is a junction town at the very 
heart of the rich southern corner of Western Australia.  

Compared to the State population average, the Shire has 
a lower proportion of people aged 15-45 but a higher 
percentage of people aged over 45. A tourism Ψmust seeΩ 
is Kodja Place, unique in the Great Southern Region. Kodja 
Place tells the inside story of Australian country life in 
ways that will move and delight visitors. 

                                                            

1 WALGA ɀ WA Local Government Directory 2015 
2 West Australian Electoral Commission, 2015 

Key Statistics: Shire of Kojonup 2014 

 

 

 

 

 

 

 

 
Graph 1 Shire of Kojonup Resident Population by Age Group 

 

3 Australian Bureau of Statistics, 2011 Census Data (LGA54550), 2012 
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Strategic Planning and Policies 

Linkage With Other Plans 

The Long Term Financial Plan is one component 
of a number of integrated strategic planning 
practices the Shire has developed in response 
to the Department of Local Government and 
Communities Integrated Planning and 
Reporting Framework.  

This plan includes, and influences, other 
strategic planning activities as a mechanism to 
action the strategies contained in the {ƘƛǊŜΩǎ 
Community Strategic Plan. The plan links to 
other Strategic documents as set out below. 

Strategic Community Plan 

¢ƘŜ /ƻǳƴŎƛƭΩǎ ŎǳǊǊŜƴǘ {ǘǊŀǘŜƎƛŎ /ƻƳƳǳƴƛǘȅ 
Plan was adopted by Council at its March 2013 
meeting.  

The Strategic Community Plan has been 
prepared to cover at least the next 10 years and 
ǎŜǘǎ ƻǳǘ ǘƘŜ ŎƻƳƳǳƴƛǘȅΩǎ vision, aspirations 
and values. To achieve this vision a series of 
outcomes and strategies were developed. 
Many strategies may be required to achieve a 
single outcome and many outcomes needed to 
achieve a single objective as represented in the 
diagram to follow. 

Strategic Community Plan structure 

The individual strategies all require actions that 
may require additional human and physical 
resources. In addition, achieving these 
strategies may require a series of actions over 
time as they may not be able to be achieved 
concurrently taking into account limited 
financial resources.  

¢ƻ ŀŎƘƛŜǾŜ ǘƘŜ {ƘƛǊŜΩǎ ǎǘǊŀǘŜƎƛŎ ƻǳǘŎƻƳŜǎ 
requires careful operational planning and 
prioritisation. This planning process is 
formalised as a Corporate Business Plan which 
operates on a rolling four years basis. 

Corporate Business Plan 

The Corporate Business Plan contains details of 
the actions and resources (human and 
financial) to achieve each strategy. It is a four 
year plan which acts as an organisational guide 
to the Council and management.  

The financial capacity to undertake these tasks 
is evidenced in the Long Term Financial Plan for 
the period. This long term financial planning 
provides an assurance the actions contained in 
the Corporate Business Plan can be adequately 
resourced over the next four years and 
highlights the long term consequences of the 
application of human and financial resource to 
undertaking various projects. 

Asset Management Planning 

The Shire of Kojonup has a formal asset 
management plan covering Infrastructure, 
Drainage, Buildings and Parks and Reserves. 

The plan was developed to ensure compliance 
with the Asset Management Framework and 
Guidelines for Western Australian Local 
Governments. 

Recommendations within the Asset 
Management Plan would generally influence 
ǘƘŜ {ƘƛǊŜΩǎ /ŀǇƛǘŀƭ ²ƻǊƪǎ tƭŀƴ ǿƘƛŎƘ ƛƴ ǘǳǊƴ is 
used as a basis for forecasting future capital 
expenditure within the Long Term Financial 
Plan. 

  

Community Vision 

and Aspirations 

Strategic Objectives

Strategic Outcomes

Strategies Strategies

Strategic Outcomes

Strategies Strategies
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Scenario Modeling 

Scenario Modelling 

Scenarios were developed to test the financial 
impact of various capital spend options for the 
renewal of facilities within the district in the 
first two years of the Plan. Scenario modeling 
was undertaken to consider the estimated 
surplus arising from the lower levels of capital 
expenditure and lower levels of service. 

To ascertain the impact, levels of capital 
expenditure and associated borrowings were 
reduced for two alternative capital renewal 
options. All other assumptions remained the 
same across the three scenarios.   

Over the 15 years of the Plan the variation in 
estimated Surplus/Deficit carried forward as a 
consequence of the funding level is shown in 
Graph 2. 

The Base Scenario was selected as the most 
appropriate with a building renewal of $2.0m 
in the first two years and has been used for the 
remainder of the Plan.  The Base scenario 
includes funding to ensure the current levels of 
service are maintained. 

The adjacent table reflects the impact of a 
change in funding levels (other assumptions 
remaining the same). 

 

Graph 2 Scenario Comparison ς Estimated Surplus C/Fwd June 30 

 -

 0.2

 0.4

 0.6

 0.8

 1.0

 1.2

 1.4

 1.6

 1.8

$
 M

ill
io

n
s

Base Scenario - $2.0m

Scenario 1 - $0.4m

Scenario 2 - $1.4m

Estimated Surplus/Deficit June 30 Carried Forward 

Funding Level Variance from Base Level 
In Year 15 

Average Variance Per 
Annum 

Scenario 1 ς $0.4m 
$1,632,364 $963,754 
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Risk Management 

Risk Management 

The Shire provides a diverse range of services 
and facilities to the general public which 
exposes it to risks. As part of the 
implementation of Integrated Planning and 
Reporting the Shire intends to formalise its risk 
based management practices to improve the 
management of identified risks.   

The Shire has a practice of conducting a regular 
review of insurance levels of its assets by the 
Chief Executive and Managers to ensure the 
ƭŜǾŜƭ ƛǎ ŀŘŜǉǳŀǘŜ ǘƻ ǇǊƻǘŜŎǘ ǘƘŜ {ƘƛǊŜΩǎ ŀǎǎŜǘǎΦ 
¢ƘŜ {ƘƛǊŜΩǎ ƛƴǎǳǊŜǊ ƛǎ [DL{Φ 

Recent amendments to applicable Financial 
Management Regulations requires the 
investment of surplus funds (including cash 
reserves) to be in Term Deposits held by 
Authorised Deposit taking Institutions or 
Treasury Bonds.  

The Shire seeks to engage experienced and 
qualified personnel in areas of high risk and 
provides them with appropriate ongoing 
training and equipment to ensure they are able 
to undertake their roles with minimal risk to 
the Community and the Shire.  

 Certainty of Assumptions 

Included in the following pages is a detailed 
analysis of the assumptions used in the 
preparation of this plan and the level of risk 
associated with each assumption.  

The impact of the assumptions on issues 
identified as carrying a high risk have been 
separately disclosed as has the sensitivity of 
movements in these assumptions on the 
financial forecasts set out in this plan. 

Sensitivity Analysis 

Where it has been assessed a high level of 
uncertainty applies to the assumption 
outcomes, sensitivity analysis has been used to 
help quantify the potential financial impact of 
a change in the assumption. 

Those assumptions with a high level of 
uncertainty and a higher dollar value present 
the greatest risk a movement will result in 
unexpected and detrimental consequences. 
The details of this analysis are shown adjacent 
to each assumption on the following pages. 
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Assumptions, Risk, Uncertainty and Sensitivity 

 Revenue ς Assumptions, Risks, Uncertainties and Sensitivity. 

Disclosure/ Assumption 
Assessed 
Financial 

Risk 

Impact for 
High Financial Risk Assumptions 

Level of 
Uncertainty 

Financial impact and 
sensitivity for assumption 

with high 
level of uncertainty 

District Growth in Population:  The number of 
residents in the Shire is expected to remain 
stable. 

Medium 
 

Not assessed as high financial risk. Medium Not assessed as high level of 
uncertainty. 

Rates Level Increase: Annual rates have been 
based on an increase of 2% above inflation to 
allow for an increased level of services in the 
first five years of the plan and then reduced to 
a rate of 3% for the remaining years of the plan 
in line with inflation. 

Medium Not assessed as high financial risk. Medium Not assessed as high level of 
uncertainty.  

Operating Grants and Contributions:   
Increase annually by forecast inflation. 
 

High The road maintenance program and general 
operations of the Shire are dependent on levels 
of Federal Financial Assistance Grants. Changes 
in the levels of these grants would impact 
ŘƛǊŜŎǘƭȅ ƻƴ ǘƘŜ {ƘƛǊŜΩǎ ŀōƛƭƛǘȅ ǘƻ ƳŜŜǘ future 
service levels. 

Medium ±$477,820 to the value of 
operating grants and 
contributions per 1% 
movement in the value over 
the life of the Plan. 
 

Non-Operating Grants and Contributions: 
Remain in line with funding requirements 
identified for various capital works. 

High The Capital works program is highly dependent 
on Government grants and contributions. 
Changes in these levels would impact directly on 
the amount spent on capital projects and 
ultimately impact on service levels. 

High ± $118,914 to the value of non-
operating grants and 
contributions per 1% 
movement in the value over 
the life of the Plan.  

Fees and Charges:  Increased in line with 
forecast inflation after the first year. 

Medium Not assessed as high financial risk. Medium Not assessed as high level of 
uncertainty.  
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Assumptions, Risk, Uncertainty and Sensitivity 

Revenue ς Assumptions, Risks, Uncertainties and Sensitivity. (Continued) 

Disclosure/ Assumption 
Assessed 
Financial 

Risk 

Impact for 
High Financial Risk Assumptions 

Level of 
Uncertainty 

Financial impact and 
sensitivity for assumption 

with high 
level of uncertainty 

Interest Earnings:  Interest earning at an 
average rate of 3% per annum on end of year 
cash balances. 

Low Not assessed as high financial risk. Medium Not assessed as high level of 
uncertainty.  

Other Revenue: Increase annually by forecast 
inflation.  

Low Not assessed as high financial risk. Low Not assessed as high level of 
uncertainty. 

Profit on Asset Disposal: Profit on asset 
disposal results from a mis-allocation of 
depreciation over the life of the asset. As the 
level of depreciation is considered appropriate 
no profit on asset disposals has been included. 

Low Not assessed as high financial risk. Low Not assessed as high level of 
uncertainty. 
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Assumptions, Risk, Uncertainty and Sensitivity 

Expenditure ς Assumptions, Risks, Uncertainties and Sensitivity. 

Disclosure/ Assumption Assessed 
Financial 

Risk 

Impact for 

High Financial Risk Assumptions 

Level of 
Uncertainty 

Financial impact and sensitivity 
for assumption with high 

level of uncertainty 

Employee Costs: Increase annually by inflation 
plus the inclusion of recommendations from 
the Workforce Plan. 

Medium Not assessed as high financial risk. Low Not assessed as high level of 
uncertainty. 

Materials and Contracts: Slight increase in year 
one of 1%, then an increase of 5% in year two 
and thereafter increase annually by inflation of 
3%. 

High The road preservation program and general 
operations of the Shire are dependent on levels 
of Federal Financial Assistance Grants. Changes 
in the levels of these grants would impact 
ŘƛǊŜŎǘƭȅ ƻƴ ǘƘŜ {ƘƛǊŜΩǎ ŀōƛƭƛǘȅ ǘo meet future 
service levels.  

Medium Not assessed as high level of 
uncertainty. 

Utilities: Increase annually by forecast 
inflation. 

Medium Not assessed as high financial risk. Medium Not assessed as high level of 
uncertainty. 

Depreciation: Depreciation has been 
calculated using an average depreciation rate 
based on historical depreciation rates.  

Low Not assessed as high financial risk. Low Not assessed as high level of 
uncertainty. 

Insurance: Increase annually by forecast 
inflation. 

Medium Not assessed as high financial risk. Medium Not assessed as high level of 
uncertainty. 

Other Expenditure: Increase annually by 
forecast inflation. 

Medium Not assessed as high financial risk. Medium Not assessed as high level of 
uncertainty. 

Loss on Asset Disposal: A loss on asset disposal 
results from a mis-allocation of depreciation 
over the life of the asset. As the level of 
depreciation is considered appropriate no loss 
on asset disposals has been included. 

Low Not assessed as high financial risk. Low Not assessed as high level of 
uncertainty. 
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Assumptions, Risk, Uncertainty and Sensitivity 

Assets ς Assumptions, Risks, Uncertainties and Sensitivity 

Disclosure/ Assumption 
Assessed 
Financial 

Risk 

Impact for 

High Financial Risk Assumptions 

Level of 
Uncertainty 

Financial impact and sensitivity 
for assumption with high 

level of uncertainty 

Revaluations: Increase annually by forecast 
inflation. 

Low The revaluation of assets to their fair value 
may result in changes in asset ratio analysis 
and depreciations leading to a change in the 
net result. The revaluation of assets will have 
no impact on Cashflows. 

High ±$575,431 to the value of 
property plant and equipment per 
1% movement in the value over 
the life of the Plan. 

±$1,152,377 to the value of 
infrastructure assets per 1% 
movement in the value over the 
life of the Plan. 

Impairment of Assets: No impairment of 
assets has been assumed over the life of the 
Plan. Impairment of assets usually occurs due 
to unplanned or unforeseen events such as 
natural disasters. 

High A widespread major impairment event may 
result in a requirement for high levels of 
expenditure to maintain service levels. 

Medium Unable to be quantified. 

Infrastructure Assets: Expenditure is in 
accordance with the Asset Management Plan 
renewal schedule and managementΩs forecast 
of required asset renewal expenditure. 

High The Capital works program is highly 
dependent on Government grants and 
contributions. Changes in these levels would 
impact directly on the amount spent on 
capital projects and ultimately on service 
levels.  

High ±$118,913 to the value of 
infrastructure assets per 1% 
movement in the capital grants 
received over the life of the Plan. 

Property Plant and Equipment: Building 
renewal expenditure is based on CouncilΩs 
forecast of required building renewals with 
expenditure for other asset classes in  
accordance with the Asset Management Plan 
(AMP) renewal schedule  

Medium Not assessed as high financial risk as the 
frequency of capital grants for buildings is not 
as pervasive as ǊƻŀŘǿƻǊƪΩǎ and plant and 
equipment replacement is not influenced by 
external grant funds. 

Medium Not assessed as high level of 
uncertainty. 
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Assumptions, Risk, Uncertainty and Sensitivity 

Liabilities ς Assumptions, Risks, Uncertainties and Sensitivity. 

Disclosure/ Assumption 
Assessed 
Financial 

Risk 

Impact for 

High Financial Risk Assumptions 

Level of 
Uncertainty 

Financial impact and sensitivity 
for assumption with high 

level of uncertainty 

Borrowings: New borrowings to be considered 
for capital works where required.  

Medium Not assessed as high financial risk. Low Not assessed as high level of 
uncertainty. 

Employee Entitlements:  It has been assumed 
the Shire will be in a position to meet its 
obligations in relation to employee 
entitlements. 

Medium Not assessed as high financial risk. Low Not assessed as high level of 
uncertainty. 

 
 
 
 
Equity Risks, Uncertainties and Sensitivity 

Disclosure/ Assumption Assessed 
Financial 

Risk 

Impact for 

High Financial Risk Assumptions 

Level of 
Uncertainty 

Financial impact and sensitivity 
for assumption with high 

level of uncertainty 

Cash Backed Reserves:  

It has been assumed the Shire will invest cash 
reserves in term deposits with banking 
institutions and these funds will be available 
for use during the term of the Plan.  

Low Not assessed as high financial risk. Medium Not assessed as high level of 
uncertainty. 

Revaluation Surplus: Increasing in line with 
inflation based revaluation. 

Low The revaluation of assets to their fair value may 
result in changes in asset ratio analysis and 
depreciations leading to a change in the net 
result. The revaluation of assets will have no 
impact on Cashflows. 

High ± $575,431 to the value of 
property plant and equipment per 
1% movement in the value over 
the life of the Plan. 

± $1,152,377 to the value of 
infrastructure assets per 1% 
movement in the value over the 
life of the Plan. 
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Assumptions, Risk, Uncertainty and Sensitivity 

Other - Assumptions, Risks, Uncertainties and Sensitivity. 
Disclosure/ Assumption Assessed 

Financial 
Risk 

Impact for 

High Financial Risk Assumptions 

Level of 
Uncertainty 

Financial impact and sensitivity 
for assumption with high 

level of uncertainty 

Ownership of Strategic Assets: The Shire does 
not intend for the ownership of any strategic 
assets to be transferred to another party over 
the term of the Plan. 

High Any significant changes to the ownership of 
strategic assets would require an amendment 
to this Plan and depending on the circumstance 
be subject to community consultation. 

Low Not assessed as high level of 
uncertainty. 

Inflators: Forecast inflation at 3% per annum.  Medium Not assessed as high financial risk. High ±$1,408,223 to operating revenue 
per 1% movement in the inflators 
over the life of the Plan. 

±$1,419,783 to operating 
expenditure per 1% movement in 
the inflators over the life of the 
Plan. 

Commercial Activities: The Shire has no plans 
to undertake a significant commercial activity 
during the period of the Plan. 

Medium Not assessed as high financial risk. Low Not assessed as High level of 
uncertainty. 

General Economic Forecasts for State: The 

economic forecast for the State is closely 
linked to the success of the mining industry 
and demand for minerals, this is forecast to 
continue. 

Medium Not assessed as high financial risk. Medium Not assessed as high level of 
uncertainty. 

General Economic Forecasts for Region: 
IƛǎǘƻǊƛŎŀƭƭȅΣ ǘƘŜ ǊŜƎƛƻƴΩǎ ŜŎƻƴƻƳȅ ƛǎ ƘŜŀǾƛƭȅ 
dependent on agriculture, forestry and fishing. 
This remains the assumption for the term of 
this Plan. 

Low Not assessed as high financial risk. Medium Not assessed as high level of 
uncertainty. 
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Monitoring and Performance 

Monitoring 

The plan will be subject to an annual review to take 
into account changing circumstances.   

aƻƴƛǘƻǊƛƴƎ ƻŦ ǘƘŜ {ƘƛǊŜΩǎ ŦƛƴŀƴŎƛŀƭ ǊƛƎƛŘƛǘȅ ŀƴŘ 
financial position is undertaken by preparing and 
reviewing various ratios. 

Performance Assessment 

A series of performance indicators in the form of 
financial ratios are utilised to assess the financial 
performance of the Shire.  

To maintain comparability across the Industry 
these ratios and their respective target ranges 
have been derived from the Department of Local 
Government and Communities Model Long Term 
Financial Plan, Guideline on Financial Ratios4 and 
Regulation 50 of Local Government (Financial 
Management) Regulation 1996. 

Graphs of these financial ratios are presented on 
the following pages together with the formula 
used to calculate the ratio, a brief description of 
what the ratio indicates and an assessment of the 
ƛƳǇŀŎǘ ƻŦ ǘƘŜ Ǌŀǘƛƻ ƻƴ ǘƘŜ {ƘƛǊŜΩǎ ŦǳǘǳǊŜ. 

                                                            
4 Department of Local Government and Communities, Operational Guideline 
Number 18 ς Financial Ratios, June 2013 

Ratio Targets 

The Department of Local Government and 
Communities Advisory Standard5 provides target 
levels for each of the ratios. These target levels are 
represented on the ratio graphs as a red or green 
line. The red line represents the level at which a 
ΨōŀǎƛŎ ǎǘŀƴŘŀǊŘΩ ƛǎ ƳŜǘΣ ǘƘŜ ƎǊŜŜƴ ƭƛƴŜ ǊŜǇǊŜǎŜƴǘƛƴƎ 
ǘƘŜ ƭŜǾŜƭ ŀǘ ǿƘƛŎƘ ŀƴ ΨŀŘǾŀƴŎŜŘ ǎǘŀƴŘŀǊŘΩ ƛǎ ƳŜǘΦ  

 

 

5 Department of Local Government and Communities, Integrated Planning and 
Reporting, Advisory Standard,2012  
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Monitoring and Performance 

Current Ratio 
current assets minus restricted assets 

current liabilities minus liabilities associated with 
restricted assets 

Indication: A measure of the ShireΩs immediate 
liquidity and the capacity to meet short term 
financial obligations from unrestricted current 
assets.  

Commentary: As expected for a local 
government with a forecast balanced position 
the current ratio is below 1.00 and does not 
indicate a threat to the long term financial 
position of the Shire. 

 

 

 

 

Operating Surplus Ratio 
operating revenue minus operating expense 

own source operating revenue 

Indication: A measure of the extent to which 
own source revenues raised cover operational 
expenses.  

Commentary: While the ratio is below the 
target throughout the term of the Plan, the 
ratio is not considered to indicate a threat to 
ǘƘŜ {ƘƛǊŜΩǎ ƭƻƴƎ ǘŜǊƳ ŦƛƴŀƴŎƛŀƭ Ǉƻǎƛǘƛƻƴ but 
does indicate the impact of depreciation on the 
operating result. 

Graph 1  Forecast Ratio Analysis  ς Current Ratio 

 

 

Graph 2  Forecast Ratio Analysis  ς Operating Surplus Ratio 

 

 -

 0.20

 0.40

 0.60

 0.80

 1.00

 1.20

-4%

-2%

0%

2%

4%

6%

8%

10%

12%

14%

16%



 

                                                                                                    Shire of Kojonup | Long Term Financial Plan | 2015-2030       18 

Monitoring and Performance 

Own Source Revenue Coverage Ratio  
own source operating revenue 

operating expense 

Indication: A measure of the extent of tƘŜ {ƘƛǊŜΩǎ 
ability to cover costs using only discretionary 
revenue.  

Commentary: The ratio ƛƴŘƛŎŀǘŜǎ ǘƘŜ {ƘƛǊŜΩǎ ability 
to fund its operating expenditure from discretionary 
revenue with a limited reliance on external funding 
and is above the acceptable range.  

 

 

 

 

 

 

 

Debt Service Coverage Ratio 
annual operating surplus before interest and depreciation 

principal and interest 

Indication: ! ƳŜŀǎǳǊŜ ƻŦ ǘƘŜ ŜȄǘŜƴǘ ƻŦ ǘƘŜ {ƘƛǊŜΩǎ 
capacity to generate sufficient cash to cover debt 
payments.  

Commentary: The ratio is above the target range 
and continues to improve over time as existing 
borrowings are paid off. 

  

Graph 3 Forecast Ratio Analysis  ς Own Source Revenue Coverage Ratio  

 

 

Graph 4 Forecast Ratio Analysis  ς Debt Service Coverage Ratio 
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Monitoring and Performance 

Asset Consumption Ratio 
depreciated replacement cost of assets 

current replacement cost of depreciable assets: 

Indication: A measure of the extent to which assets 
managed by the Shire are being replaced as they 
reach the end of their useful lives. 

Commentary: The ratio is within the acceptable 
range, limited reliance should be placed on the ratio 
due to possible changes to the estimated 
replacement cost of assets with the introduction of 
fair value for all asset classes.  

 

 

 

 

 

 

Asset Sustainability Ratio 
capital renewal and replacement expenditure 

depreciation expense 

Indication: A measure of the aged condition of the 
{ƘƛǊŜΩǎ ǇƘȅǎƛŎŀƭ ŀǎǎŜǘǎΦ  

Commentary: Whilst the ratio is above the ideal 
range for most of the plan, this is reliant upon the 
Shire receiving the forecast level of Capital grants to 
fund renewal expenditure. 

Graph 5 Forecast Ratio Analysis  ς Asset Consumption Ratio 

 

Graph 6 Forecast Ratio Analysis  ς Asset Sustainability Ratio 
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Monitoring and Performance 

Asset Renewal Funding Ratio 
NPV of planned capital renewals over 10 years 

NPV of required capital expenditure over 10 years 

Indication: ¢ƘŜ {ƘƛǊŜΩǎ financial capacity to fund 
asset renewal to support existing service levels. (This 
ratio is based on the ten years forecast expenditure 
and as such is only able to be calculated of the first 
five years of the Plan). 

Commentary: Adequate Asset Management Plan 
information was not available to enable calculation 
of the ratio. 

Graph 7 Forecast Ratio Analysis  ς Asset Renewal Funding Ratio 
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Workforce Planning 

Workforce Planning 

The Shire currently employs 53 Full Time 
Equivalent (FTE) employees to deliver a range 
of services to the community and to maintain 
existing assets. 

The Shire has developed a Workforce Plan that 
sets out the level of human resources required 
to achieve the strategies contained within the 
Strategic Community Plan.  

No additional staffing resources have been 
modelled in the Long Term Financial Plan. 

Council encourages a work life balance, multi 
skilling, flexibility and effective application of 
staff capability.  

Change in Employee Costs 

Employee costs are forecast  to increase in line 
with inflation at a rate of 3%. 

 

 

 
Graph 8 Total Employee Costs  
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