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1. Foreword  

Message from Councillor Maree Statham Mayor
I am pleased to present to you the 2022-2032 Long 
Term Financial Plan (LTFP). 

The LTFP helps guide the Council to ensure that our 
community’s vision for the future of the Lithgow 
Region is achieved in a financially suitable way.

Lithgow LGA, like many other areas across NSW, has 
witnessed immense challenges over the last few 
years, including drought, fires, floods, and the COVID-
19 pandemic. In developing the LTFP, Council needed 
to be mindful of these and other external factors which
will impact Council’s long term financial sustainability. 

Over the last 30 years, Councils have been subject to rate pegging, cost shifting and a 
reduction in the levels of financial assistance funding received from the Australian 
Government. This has constrained their ability to deliver services within their means. This has 
been particularly challenging more recently, as we have seen the cost of many of Council’s 
major inputs rise significantly, including fuel, electricity, gas and employee costs. In addition, 
income from interest on Council’s reserves has been severely depleted due to record low 
interest rates. Council also has a backlog of asset maintenance and renewal. Council has 
traditionally addressed these challenges through the identification of cost savings and 
efficiencies. The Council has been briefed by the Council’s administration that we have now 
reached a point where Council must take a decision about either increasing its revenue to 
maintain current levels of service or reducing service levels.

Planning for Council`s future financial sustainability will involve extensive community 
consultation over the next six to twelve months. Council`s aim is to place our community in the 
best possible position to take advantage of and create new economic opportunities.

To make the most of these new opportunities, we need to ensure that we have a financially 
sustainable Council to build and maintain new infrastructure and to support new industries 
whilst ensuring the liveability of the Lithgow LGA for current and future residents. As
custodians of this LTFP, Council has mapped different financial scenarios to fund the
community’s vision for the future of the Lithgow area.

Whilst there is no denying that we are living in challenging times, there are many reasons for 
optimism for the future. To realise our potential, we will have to embrace change and, in some 
cases, make difficult decisions. This is not easy and requires strong leadership from all levels 
of government and industry. 

Our community is strong and resilient, and I judge it to be ready for necessary change.. Let’s build on 
this to create a stronger, brighter future together.
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Message from the General Manager Mr Craig Butler 
 

The Long Term Financial Plan (LTFP) is a 10-year rolling plan that informs decision-making 
and ensures the community’s vision, objectives and needs can be resourced and funded 

This LTFP supports Council in: 

 Leading the change required for a   community and economy in transition; 
 Initiating opportunities for future income and economic growth; and 
  Maintaining and renewing the infrastructure required for a sustainable future. 

Over the last 10 years Council has consistently reported deficit operating results (before capital 
grants) in its financial statements. This has resulted in drawing down of internally restricted 
reserves and difficulty sustaining the required level of spending on asset maintenance and 
renewal. To a great extent, this has been caused by Council`s  revenue being significantly 
lower than for comparable Councils. 

We are exposed to the same challenges as these other councils across NSW - rate pegging, 
ageing assets, under-investment and cost shifting from other levels of government. In addition 
to this, there has been a significant fall in interest income due to record low interest rates and 
lower reserve balances. At the same time, costs are rising with higher inflation.  

The city’s future and the performance of the Council are intrinsically linked. The Council needs 
the capacity to innovate, pursue more productivity and prepare the city for the future. The 
abovementioned internal and external factors mean that we need to act now to ensure Council 
can achieve these things. This view has been supported by the Council’s Audit, Risk and 
Improvement Committee’s independent experts. 

As part of the development of the LTFP, Council has mapped three scenarios (detailed in 
Section 9 of this document). These scenarios illustrate the depth of Council`s financial 
challenges, as well as showing a pathway to a sustainable future: 

 Scenario 1 – Base case – a “do nothing approach” which would see Council in an 
unsustainable financial position,  

 Scenario 2- Improvement Plan – which implements a number of improvements & cost 
savings in line with the “Fit for the future” objectives but would not address the renewal 
of assets, and  

 Scenario 3 - Sustainable Council – which builds on the improvements in scenario 2 
and implements a number of additional strategies such as a reduction in employment 
costs, an increase in internal plant hire rates and a special rate variation SRV 
commencing in July 2023 to ensure that Council meets the Office of Local Government 
benchmarks for financial sustainability over 10 years. 

Council will shortly commence a process of engaging in a conversation with our community 
on future levels of service that are both affordable and acceptable, as, like everyone, Council 
must live within its means. The LTFP is updated annually in response to changes in the 
financial environment and community expectations. The document is placed on public 
exhibition as part of Integrated Planning and Reporting process. Council invites the community 
to make comment and ask questions on any aspect of our financial strategy. 
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2. Introduction  
The Long Term Financial Plan (LTFP) 2022-2032 is a 10-year rolling plan that informs 
decision-making and demonstrates how the objectives of the Community Strategic Plan and 
commitments of the Delivery Program and Operational Plan will be resourced and funded. 

The LTFP is projected from Council’s draft 2022/23 budget, which is the base year of the 
LTFP. Future years in the LTFP rely upon on a range of assumptions used to project future 
revenue and expenditure. In addition to revenue and expenditure forecasts, the LTFP also 
includes a projection of Council’s balance sheet and cash flow. 

The primary purpose of the model is to assist in long term decision making regarding the 
prioritisation of the services delivered by Council and what assets and financial resources are 
required to provide those services. The model serves as a guide to Council’s future financial 
position. However, the projections contained in the LTFP are subject to change due to a variety 
of external factors as well as major decisions made by Council. It is necessary to regularly 
review and monitor a variety of factors and if necessary, revise the projections contained in 
Council’s LTFP.  

Key points of the plan  

In recent years, Council’s across NSW have faced enormous challenges such as drought, 
floods, a transition to a net zero emissions economy, a global pandemic, cost shifting from 
other levels of government and changes in the geopolitical landscape which have pushed the 
prices of goods and services upwards. 

This Long Term Financial Plan supports Council in addressing the following challenges: 

 Leading the change required to support a community and economy in 
transition; 

 Initiating opportunities for future income and economic growth; and 
 To source revenue to maintain and renew the infrastructure required for a 

sustainable future. 

In particular, this plan models the financial implications of the Lithgow Community Strategic 
Plan and Delivery Program, along with the ability to maintain existing facilities and 
infrastructure based on a range of assumptions and known constraints. 

As decisions are made, more detail is added to the LTFP. For example, as the council finalises 
its Delivery Program, the first four years of the LTFP will become firmer. As the Operational 
Plan is completed, the detailed budget will form the first year of the LTFP. The LTFP is 
reviewed and updated each year to check that key assumptions and estimates are current. 
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Purpose of the LTFP and its place in the IP&R process  

The Long Term Financial Plan is one component of Council’s Integrated Planning and 
Reporting (IP&R) Framework. It forms part of Council’s Resourcing Strategy which underpins 
the Lithgow Community Strategic Plan, along with the Workforce Management Plan and 
Strategic Asset Management Plan.  

These documents are all integral to Council’s four-year Delivery Program and provide inputs 
and outputs for one another. The suite of documents should be viewed together as part of 
Council’s overall strategy. 

The LTFP provides a framework within which, Lithgow Council can assess its capacity to meet 
the Community’s expected level of service.  

The Plan will also aim to:  

 ensure transparency and accountability of Council to the community;  
 identify early any emerging financial issues in the short, medium and long 

term;  
 take a wholistic approach to solving financial issues;  
 establish the interconnectivity between strategic plans;   
 understand the impact of some decisions on other plans, strategies; 

organisation and the community;  
 help measure Council’s level of success in implementing strategies & 

programs and; 
 confirm that Council can remain financially sustainable in the longer term. 

Review cycle  

The LTFP is reviewed annually as part of the IP&R ongoing monitoring and review process 
or may be updated in response to changes in plans, for example, secured grants for capital 
expenditure, unexpected expenditure on Council assets/ services or in response to external 
factors such as the recent pandemic or other external events. 
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Figure 1 IP&R Framework Integrated Planning Report Handbook p5 
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How to read this plan 

Councils are required to prepared LTFP for a minimum of 10 years. The LTFP should be read 
in relation to the objectives of the Community Strategic Plan as well as the Delivery Plan, 
Operational Plan and Asset Management Plan. The LTPF evaluates revenue and expenses 
and is used to guide Council’s future decision making, financial sustainability and to identify 
risks. 

The LTFP has eleven main sections:

1. Foreword: From the Mayor and the General Manager introducing the community to 
the plan. 

2. Introduction: Provides a brief explanation of how the LTFP sits within the IP&R 
framework.

3. Context: Discusses social, environmental and economic factors which may impact on 
the plan.

4. Strategic Alignment: How the LTFP supports the delivery of the suite of IP&R 
documents

5. LTFP Assumptions: Key assumptions such as service levels, population forecasts 
and anticipated regional economic growth and Council expenditure and major capital 
and revenue and expenses are detailed in this section.

6. Council’s Current financial position: Overview of Council’s current financial position.
7. Risk Management: Identifies risks and mitigation strategies. 
8. Sensitivity Analysis: Details the impacts of various scenarios on Council’s plans.
9. Scenario Modelling: Uses assumptions to model different scenarios and the impact 

that they will have on Council’s General Fund, water fund and sewer fund.
10. Performance Monitoring: process of collecting, analysing and reporting data 

regarding the performance of an organisation to ensure that Council is achieving its 
objectives.

11. Appendices: has detailed financial statements for consolidated revenue, general fun, 
capital works as well as key performance indicators 

Figure 2. Long-term Financial Plan 10 years IP&R Handbook p37
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3. Context  
Overview of Lithgow City Local Government Area  

The Lithgow local government area is located on the western ramparts of the Blue Mountains, 
140 kilometres from Sydney. The Lithgow Local Government area totals 4,567 square 
kilometres from the Capertee and Wolgan Valleys in the north, Little Hartley in the east, Tarana 
in the south and Meadow Flat in the west. 

The major urban centre of Lithgow nestles in a valley of that name, overlooked by the 
sandstone escarpments of the Blue Mountains. 

In addition to the major urban centre of Lithgow, the Lithgow local government area has 12 
villages/ hamlets with mining or farming backgrounds. These smaller centres have proven to 
be attractive rural residential areas, along with the broader rural areas. 

The Lithgow LGA lies almost wholly within the Wiradjuri Aboriginal nation, with the 
Gundungurra nation situated to the south and the Darug nation to the east. 

Lithgow was previously perceived to be an inland mining and industrial centre, however, recent 
developments have seen Lithgow recognised as an important tourism destination, heritage 
centre and a desirable residential area. 

The Lithgow local government area includes World Heritage listed National Parks and State 
Forests, making Lithgow an important leisure destination for Sydney residents. 

Lithgow has unlimited opportunities for outdoor activities such as bush walking, 
mountaineering, camping, orienteering, hang gliding, horse riding, off road 4wd, fishing, sailing 
and water skiing. 

 

Hassans Walls (shutterstock)  
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Social Demographic 

21,516 total population

45 Median Age

9.3% of residents were born overseas

11% of the population are older 
couples without children

22% of the population are couples with 
children

5.7% of residents are Aboriginal and 
Torres Strait Islander decent

9% of residents have a university 
qualification

27% households have a mortgage

$987 median Weekly house hold 
income

23% households rent

$324 median weekly mortgage 
repayment
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Economic Statistics 

$1.62b Gross Regional Product

1,335 Local businesses

8,690 local jobs 

3.9% unemployment 

$489m value add from mining to local 
economy

942 people employed in mining 

$67.4m generated by tourism and 
hospitality
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Local Government assets and services / Council’s role  
Council is a responsible financial manager who delivers cost effective, equitable and efficient 
services and assets which reflect the community’s needs and expectations and is guided by 
the long-term strategic plans and objectives identified in the Integrated Planning and Reporting 
Framework. 

Lithgow City Council is structured into six Divisions: 

 Executive 
 People & Services 
 Finance and Assets 
 Economic Development & Environment 
 Water and Waste Water 
 Infrastructure Services. 

Services Council provide include: 

 Asset management 
 Capital works 
 Community and cultural development 
 Development assessment 
 Environmental health and building control 
 Recreation and open space management 
 Urban planning. 

Our internal services include 

 Customer services 
 Finance and accounts 
 Human resources and organisational development 
 Risk management 
 Information systems 
 Document management 
 Governance. 

 
Council ‘s service catalogue is illustrated below. 
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Stakeholders / partners/ agencies  

Council is a party to a number of partnerships and joint ventures – these include but are not 
limited to: 

 Western Sydney Regional of Council’s (WSROC) - An Organisation of councils for 
the sharing of knowledge, bulk procurement, and provision of human resources 
services such as training, promotion of the area and a driver for improvements to the 
region 

 Netwaste - was established in 1995 to form a collaborative approach to waste and 
resource management. It has 26-member Council’s overing 40% of the State. In 
addition to delivering waste service arrangements, it works collaborate with Council’s 
on targeted waste projects and education programs. 

 State Library - Provision of support service for the Lithgow Library Service. 
 Sydney Catchment Authority - Council entered into an agreement for the ongoing 

costs for the UV Disinfection Units at the Lithgow and Wallerawang Sewerage 
Treatment Plants. 

 Voluntary Planning Agreements Council has a Voluntary Planning Agreements 
(VPA) policy and it is expected there will be a growing number of VPAs in future 
years.  

Financial issues/risks facing council  

Financial Sustainability 

Council has consistently reported deficit operating results (before capital grants) in its financial 
statements for the past 10 years. This has resulted in drawing down of internally restricted 
reserves and difficulty sustaining the required level of spending on asset maintenance and 
renewal.  

In the past two years, there has been a significant fall in interest income due to record low 
interest rates and lower reserve balances, at the same time as rising costs and higher inflation. 

Council needs to be mindful of setting service levels at a sustainable level. Council has 
commenced a process of engaging in a conversation with its community on how best we can 
achieve levels of service that are both affordable and acceptable, given the significant ongoing 
financial challenges. 

Rate Peg 

For over 30 years NSW councils have been subject to rate pegging. Rate pegging is the 
maximum percentage limit by which NSW councils may increase the total income they receive 
from rates. The rate pegging percentage is set each year by IPART. 

For many years the NSW Local Government sector has objected to rate pegging due to the 
adverse effect it has on the financial sustainability of NSW councils. IPART, in its 2008 paper 
- Review of the Revenue Framework for Local Government found that over the period 1976/77 
to 2006/07 taxation (i.e. rates) revenue grew more slowly in NSW than in the rest of Australia. 
Since rate pegging was introduced in NSW, rates revenue per capita for NSW councils 
increased by an average of 1.9% per annum, compared with 3.4% per annum for the rest of 
Australia. IPART has acknowledged that rate pegging has constrained the growth of NSW 
councils' rate revenue relative to councils in other states. 
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It has been Council’s experience, that many of its major costs have increased at a higher level 
than rate pegging. Major examples of this include energy costs (fuel, electricity, gas), materials 
used in the construction and maintenance of Council’s road and drainage networks and labour 
costs. In the past, Council has addressed this challenge through the ongoing identification of 
cost savings and efficiencies. 
 

Cost Shifting 

Cost shifting describes a situation where the responsibility for, or merely the costs of, providing 
a certain service, concession, asset or regulatory function are 'shifted' from a higher level of 
government on to a lower level of government without providing corresponding funding or the 
conferral of corresponding and adequate revenue-raising capacity. Local Government NSW's 
Cost Shifting Survey is conducted annually and seeks to establish the extent of cost shifting 
by the Australian and NSW Governments on to NSW Local Government. 

The survey results confirm that cost shifting continues to place a significant burden on councils' 
financial situation. Despite the recognition of cost shifting and its adverse impacts on NSW 
local government, cost shifting remains at a high level (around 6 per cent of councils' total 
income before capital amounts). 

Contributions to the Fire and Rescue NSW, NSW Rural Fire Services and NSW State 
Emergency Service, lack of adequate funding for public libraries and the failure to reimburse 
councils for mandatory pensioner rebates are major examples. 

Asset Renewal Funding 

A major ongoing challenge for the NSW Local Government sector is the need to provide 
adequate levels of funding for the maintenance and renewal of existing infrastructure. This has 
been previously highlighted in a number of studies, such as the 2006 Local Government and 
Shires Association’s Independent Inquiry into the Financial Sustainability of NSW Local 
Government and the 2013 report released by NSW Treasury Corporation (TCorp) in regard to 
financial sustainability of all NSW councils. The TCorp review identified an infrastructure 
renewal backlog of $7.2 billion across all NSW councils. 
 
These studies have identified the need for NSW councils to significantly increase funding for 
the renewal of existing infrastructure. They have further identified that if funding is not 
increased in the immediate term, then the infrastructure renewal backlog will continue to 
increase at a level which may become too great to address without serious ramifications on 
service delivery. 
 
For Council, the infrastructure renewal backlog as at 30 June 2020 was $9.5 million. Council 
is a custodian of infrastructure, property, plant and equipment assets that have a value of 
approximately $580 million. Without adequate funding, effective maintenance and renewal of 
these assets to maximise their potential life cannot be achieved. 
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4. Strategic Alignment  
The Community Strategic Plan is developed in consultations with the Lithgow community and 
outlines their wants, needs and aspirations. The Community Strategic plan is delivered through 
the Delivery Program and Operational Plans of Council. 

The Resourcing Strategy, which includes the LTFP, is critical to ensuring that Council has the 
capability and capacity to deliver the services as planned. The LTFP aligns the delivery of 
services as outlined in the community expectations with the requirement for responsible 
management of Council’s current and future financial sustainability.  

The aim of the LTFP is to provide the Council with sound financial information upon which to 
make decisions. Decisions made by Council are reflected in the annual revision of the LTFP, 
as estimates of revenues, expenditures and capital investments are refined and become more 
accurate. As decisions are made, more detail can be added to the LTFP. For example, as 
Council finalises its Delivery Program, the first four years of the LTFP will become firmer. As 
the Operational Plan is completed, the detailed budget will form the first year of the LTFP.  

The LTFP takes into account service planning reviews, with service managers identifying 
current levels of service, forecasting future service demand, identifying the asset requirements 
and estimating the future incomes and expenditure. Through service planning Council has a 
very good understanding of the risks and challenges to the future sustainability of the Council. 
This work continues to be refined as grant funding is secured for key infrastructure, internal 
asset data improves and the external operating environment changes (for example, as a result 
of the COVID-19 pandemic). 

The following CSP focus areas are funded within the LTFP Sustainable Council scenario. 
Other CSP focus areas will require Council to advocate to other levels of government and/or 
to seek grant funding opportunities. 

Caring for Our Community 

 Housing and land availability & affordability (Lithgow Housing Strategy 2022/23) 
 Support our community groups (annual Financial Assistance Program) 
 Support and connect our communities - Develop ‘The Seven Valleys’ brand 

(destination marketing funding) 
 Retain our rural and urban village identities and character (Village Improvement 

Program) 

Strengthening our Economy 

 Employment land availability (ongoing development of a Land Bank) 
 Transition our economy  
 Develop and implement the Lithgow Emerging Economy Program 
 Develop ‘The Seven Valleys’ Brand (destination marketing funding) 

Developing our Built Environment 

 Roads and transport infrastructure (annual maintenance and renewal programs) 
 Infrastructure upgrade/renewal (annual capital works program) 
 Improve the appearance of towns & villages (Village Improvement Program) 
 Recreation Precincts (annual programs) 
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Enhancing our Natural Environment 

 Develop a Climate Change Strategy (2022/23) 
 Tourism infrastructure that protects our natural environment (Hassans Walls 

Environmental Studies 2022/23) 
 Implement the Floodplain Management Plan (ongoing) 
 Waste & Recycling (Resource Recovery Centre operations funded from 2022/23) 

Responsible Governance & Civic Leadership 

 Financial sustainability (LTFP Scenario 3) 
 Provision of timely, efficient and consistent quality customer service (Customer Service 

Review – recommendations implemented 2022/23) 

5. LTFP Assumptions  

The long-term financial model requires Council to identify all material items of revenue and 
expenditure, and determine the external and internal influences which could significantly 
impact on Council’s finances. 
 
Service Levels  

Council’s service levels vary for each of three scenarios: 

 Scenario 1 – Base Case: assumes rate increases limited to the rate peg and has been 
modelled to show “business as usual”. If Council were to maintain current service levels 
with rate peg increases only, Council would not be financially sustainable.  

 Scenario 2 – Improvement Plan: maintains current service levels with additional 
revenue / cost savings to reduce operating deficits (before capital). 

 Scenario 3 – Sustainable Council:  includes a Special Rate Variation from 1 July 
2023. Scenario 3 also includes further cost savings and additional user fees. The 
scenario would enable Council to maintain existing service levels whilst ensuring that 
all of the OLG financial and asset management performance benchmarks are met 
over the 10 year term of the LTFP.  

Further details of Council’s scenarios are provided in Section 9 Scenario Modelling. 

The LTFP will be reviewed as required when the type of service or service levels are varied 
by Council in reflection of community needs and priorities. In such cases, the capacity of the 
Council to fund these services will be assessed against the financial policy framework 
provided in the LTFP. 

Under recent amendments to the Local Government Act, all councils are required to review 
their services as part of good management practice. 
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Population forecasts  

As recorded in the 2016 ABS census, 21,090 people called Lithgow home.   

From 2011 to 2016, Lithgow’s population grew by 916 new residents, growing the LGA’s total 
population by 4.5% (or 0.89% per annum).  

Council believes that through proactive leadership, Lithgow’s population will continue to grow 
at 0.89% p.a., reaching 25,500 residents by 2040.  

This is in contrast to the NSW Department of Planning and Environment (DPE) population 
projections 2019 which predicts a 4% population decline in the years to 2041; a common trend 
shared with other regional LGA’s. 

In this LTFP, using the conservative estimates, no allowance has been made for additional rate 
revenues for Council as a result of population growth. 

Council faces a degree of uncertainty in terms of its ongoing rate revenues over the life of the 
plan. It is for this reason that no major charges (including an allowance for rating base growth) 
have been included at this stage. 

 

Ariel view of Lithgow - shutterstock 
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Anticipated levels of local economic growth 
Lithgow City Council Region has a gross regional product which is estimated at $1.62billion. 
Mining is Lithgow’s larges industry by value.  Lithgow’s top ten industries by value add is listed 
below 

Lithgow top 10 Industries by Value add (Source: National Institute of Economic and Industry Research (NIEIR) ©2021. 
Compiled and presented in economy.id by.id)

Lithgow top 10 industries by employment (Source: National Institute of Economic and Industry Research (NIEIR)©2021. 
Compiled and presented in economy.id by.id)
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The diagrams above show that Lithgow has a diverse thriving economy which showed an 
increase in GRP of 7.1% between 2020 and 2021, Lithgow also has very low unemployment 
at 3.3% as at Sept 2021 compared to NSW which was 5.5%. Housing prices in Lithgow have 
also increased significantly with the median house price rising 22% YoY to $435,000 as at 
December 2021. 

Lithgow is set to see major investment over the next few years including: 

 Upgrade of the Great Western Highway between Katoomba and Lithgow, 
estimated value of $4.53b and will create approximately over 30,000 jobs over 
10 years. 

 The development of the Fast Rail Western Corridor to assist commuters to 
Sydney. 

 Expansion of Tourism assets in line with Destination Management Plan such 
as restoration of the Zig Zag railway.  

 Mount Piper Energy Recovery Project is a $170m project which will create 300 
construction jobs and 16 permanent jobs.  

 The proposed re development of Wallerawang Power Station into an eco-
industrial business park including a $400m 500MW battery. 

 Completion of the Cullen Bullen Sewer Scheme (Council project). 
 South Bowenfels Subdivision - Layout Design and Development Approval. 
 Marrangaroo Urban Release area - the project area comprises 339.22ha of 

land within the Marrangaroo Urban Release Area (URA) and 54.85ha of IN1 
zoned land (employment lands as mapped in Lithgow Local Environmental 
Plan 2014).  Within the URA there is 41.22 ha of land zoned for B6 Business 
Corridor and 298 ha of land zoned R1 General Residential. 

 Development of the Portland Foundations site into a regional centre for art, 
culture and events inclusive of a residential development. 
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Australian Government, NSW Government and regional economic forecasts  

In the development of this document Council reviewed a number of Federal and State 
government strategies, policies and plans relating to regional economic growth (please see 
list below). Many of these strategies identify opportunities for regional Council’s like Lithgow 
City – especially in a post pandemic world with people looking to “work where they want to 
live”  

Lithgow is ideally placed to take advantage of new remote and hybrid work models. However, 
many strategies fall short in identifying the appropriate level social infrastructure needed to 
accommodate growth – this is usually because they have used population that Council does 
not believe accurately represents Lithgow’s regional growth opportunities and, in many cases, 
will result in cost shifting to Council.   

Council acknowledges that the landscape has changed over the last 5 years and external 
factors such as the pandemic, the geopolitical environment, climate change and net zero target 
will impact Council’s long term financial position. 

NSW GOVERNMENT STRATEGIC PLANS  

A 20 year Vision for Regional NSW Premiers Priorities 
Draft Central West and Orana Regional 

Transport Plan Snowy Hydro Legacy Fund 

Net Zero Plan Stage 1: 2020-2030 Common Planning Assumptions 

Building Momentum State Infrastructure 
Strategy 2018-2038 

DPIE Growing NSWs primary industries and land 
sector in a low carbon world 

Draft Regional Water Strategy Lachlan NSW Housing Strategy 

Future Ready Regions Supporting drought 
resilient communities and economies 

Draft Regional Water Strategy Macquarie- 
Castlereagh 

NSW Hydrogen Strategy NSW Minerals Strategy 

Critical Minerals and High-Tech metals strategy 
NSW Government Western Area Health – Strategic Plan 2020-2025 

NSW Waste and Sustainable Materials Strategy 
2041 Federal Government Plans 

Lithgow Regional REDs 2018-2022 Australia’s Critical Minerals Strategy 

Recommendations of the Regional Housing 
Taskforce CSIRO missions 

Draft Central West and Orana Regional Plan 
2041 2021 Australia Infrastructure Plan 
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Inflation Forecasts  

Over the twelve months to the December 2021 quarter, the CPI rose 3.5%. 

An annual increase of 2.75% for CPI has been incorporated in the base case scenario of the 
LTFP for the 2023/24 year and 2.5% from the 2022/23 financial year onwards. The rate peg, 
user fees and charges, other revenue, materials & contract and other costs have been 
increased year-on-year by the assumed CPI in the base case. Sensitivity analysis on a slightly 
higher (2.75%) annual CPI increase as well as a slightly lower (2%) annual CPI increase has 
been conducted.  

Interest Rate Movements 

Based on RBA indications. it is projected that interest rates will slowly increase to 2% over 
the 10 year term of the LTFP. 

Major planned expenditure, such as capital works 

Over the next ten years Council is planning the following major capital works: 

 $6m Cullen Bullen Sewer Scheme (grant & loan funded)  
 $2m Strategic Property Development (reserve funded) 
 $20m Oakey Part WTP Renewal (grants, reserve & loan funded) 

Council’s key focus will remain on the maintenance and renewal of existing infrastructure 
assets. 
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Revenue 

Council has applied considered indices to future years’ income and expenditure for modelling
purposes. Below are the indices used. 

Base Case 
Assumptions 

23/24 24/25 25/26 26/27 27/28 28/29 29/30 30/31 31/32

Rates and Charges
Scenario 1 2.75% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%

User Fees and Chargers
Scenario 1 2.75% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%

Interest and Investment Revenue
Scenario 1 1.00% 1.00% 1.50% 1.50% 1.50% 1.50% 1.50% 2.00% 2.00%

Other Revenues
Scenario 1 2.75% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%

Operating Grants and Contributions
Scenario 1 1.50% 1.50% 1.50% 1.50% 1.50% 1.50% 1.50% 1.50% 1.50%

Capital Grants and Contributions
Scenario 1 Capital grants linked to the Capital Works Program 

Employee Costs
Scenario 1 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%

Material and Contracts
Scenario 1 2.75% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%

Other Expenses
Scenario 1 2.75% 2.50% 2.05% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%

Rates , 51%

User Fees & Charges , 12%

Interest , 0%

Other Revenue , 2%

Operating Grants , 
15%

Capital Grants , 
19%

Other , 0%

2022/23 BUDGET REVENUE
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Rates and charges  

Rates and annual charges account for a large portion of income in future years. Council relies 
on the annual rate pegging increase set by the Independent Pricing and Regulatory Tribunal 
(IPART). The Long Term Financial Plan assumes an annual increase of 2.75% for 2023/24 
and 2.5% from 2024/25 and for the remaining life of the plan. Indications are that the population 
of the Local Government Area will be maintained but with an ageing population base. Council 
will need to consider the write off of rate income due to pension rebates and as a result issues 
for rating as a revenue source. The issues may be: 

 income from rates and annual charges including general rates from residential, 
business, farmland, rural and mining, waste, and ongoing special infrastructure 
rate levy is restricted by annual rate pegging; and 

 the ageing population is likely to limit scope to raise income due to the 
populations’ ability to pay and the fact that more pensioner rebates will be 
being processed resulting in lower rate revenue. 

Scenarios 1 and 2 allow for rate peg only increases to rating income. Scenario 3 includes an 
additional permanent SRV from 1 July 2023 to eliminate operating deficits and to ensure that 
Council can meet the OLG`s performance benchmarks for financial management. 

Revenue from annual charges includes the Domestic Waste Management charges, well as 
water and sewer access charges. The LTFP assumes that annual charges will increase at the 
same rate as CPI / rate peg. 

Interest and investment revenue  

The level of interest revenue earned by Council will vary with regard to the total amount held 
in Council’s investment portfolio. 

Council reviews its Investment Policy annually and ensures compliance with the Ministerial 
Investment Order dated 12 January 2011. Council’s current Investment Strategy is simply to 
invest in term deposits, with terms of up to 12 months, depending on cash flow needs and 
market deposit rates. 
 
Interest on investments is assumed at between 1% at the beginning of the plan up to 2% at 
the end of the Long Term Financial Plan. Interest rates across the financial markets have been 
at record lows in recent times. A slowly rising trend in interest rates is anticipated. Interest has 
been calculated on the average balance of funds invested for the year. 
 

User charges and fees 

Council provides a wide range of facilities and services for which it receives revenue from user 
fees and charges. The largest source of user fees is for water supply services. Other services 
providing user fees include planning & building regulation, cemeteries and the JM Robson 
Aquatic Centre. Often, the revenue received does not fully offset the costs associated with the 
service or facility as they are aimed at providing a broad community benefit and if higher fees 
were charged many residents may be unable to enjoy the use of the facility or service. In other 
instances, fees may not be high enough to recover full costs due to external market pressures 
or the fee being set by statute. 
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The estimated annual increase in user charges and fees is assumed to be 2.75% for 2023/24 
and 2.5% from 2024/25 and for the remaining life of the plan. 

Other revenues 

Other revenues include insurance claim recoveries and sale of goods at the Aquatic Centre 
and Visitor Information Centre. 

The estimated annual increase in user charges and fees is assumed to be 2.75% for 2023/24 
and 2.5% from 2024/25 and for the remaining life of the plan. 

Grants and contributions  

Council receives grants from the NSW and Commonwealth governments. These are either 
discretionary or non-discretionary. The majority of grants provided to Council are for specific 
purposes, such as infrastructure maintenance and provision of community services. Generally, 
the funding received is less than the total cost of the works / services being provided. Typically, 
it is often a condition of the grant funding that Council provides matching funding. 
 
The largest single source of Council’s grants revenue is the Financial Assistance Grant (FAG). 
This is a general-purpose grant and is allocated to councils on a formula basis that has regard 
for a range of factors such as population, quantum of infrastructure maintained and the relative 
disadvantage between Councils. 

The assumption has been to apply a lower inflator to the levels of operating grants and 
contributions over the life of the plan. This sees revenues from Grants and Contributions 
increasing at 1.5% per annum for the 10 year term of the plan. 

Section 7.11 developer contributions 

Section 7.11 of the Environmental Planning and Assessment Act 1979 enables Councils to 
levy contributions for public amenities and services required as a consequence of 
development. Developer contributions are essential to providing key facilities and services for 
local residents, especially in new residential subdivisions.  

Section 7.11 contributions are held as an externally restricted asset until they are spent for the 
purposes designated. Council’s policy is to commence specific works only when sufficient 
contributions have been received to complete the works. The level and timing of contributions 
fluctuate according to a variety of factors including economic growth and the level of 
development activity. 

The LTFP assumes that developer contributions will increase at 1.5% per annum for the 10 
year term of the plan, similar to other contributions. 
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Expenditure 

Employee costs

Employee costs include the payment of salary and wages, employee leave entitlements,
superannuation and workers compensation expenses. Overall employee costs comprise 
around 40% of Council’s total operating costs.

The LTFP projects overall employee costs to increase on average by 2.5% per annum, this
increase covers a range of employee related expenses such as employee leave entitlements,
employer superannuation contributions (including the progressive increase in compulsory 
employer superannuation contributions from 10% to 12%) and workers compensation 
expenses. 

The major increase for employee costs are annual award salary and wage increases. Other 
factors influencing employee costs are changes in the level of superannuation contributions, 
workers compensation costs and increases in staff numbers.

Materials and contracts

Council has relatively high levels of materials and contract expenses due to the large number 
of assets held, constructed and maintained by Council. This places Council under considerable 
pressure when rising materials and construction costs occur.

The LTFP assumes that materials and contracts will increase at 2.75% for 2023/24 and 2.5% 
from 2024/25 and for the remaining life of the plan.

Employee Benefits , 
38%

Depreciation , 26%

Materials & 
Contracts , 24%

Other Expenses , 
11%

Borrowing Costs , 1%

2022/23 BUDGET EXPENDITURE
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Debt servicing 

Council intends to use borrowings to fund two major projects over the next 10 years. The 
interest on existing loans is as provided for in the loan agreements and the interest assumed 
on new loans has been calculated at 4.00% for loans with a tenure of 10 to 20 years. This 
interest rate is typical of the interest rates that were on offer in the market place at the time the 
Long Term Financial Plan was updated, and is consistent with current Reserve Bank of 
Australia interest rate projections.  
 

Year Amount Purpose 
23/24 $2,000,000 Cullen Bullen Sewerage Scheme 
28/29 $5,000,000 Oakey Park WTP Major 

Upgrade/Renewal 
 

Note: Oakley Park WTP total budget $20M (depreciation over 30 years)  

 $13m budgeted to be funded via grants 
 $5m budgeted to be funded via loans 
 $2m budgeted to be funded via reserves  

Restricted Assets  

A large proportion of Council’s investments are held as restricted assets for specific purposes. 
Restricted assets may consist of externally restricted assets which must be spent for the 
purpose for which they have been received (e.g. Water, Wastewater, Domestic Waste) or 
internally restricted assets which have been set aside by Council resolution. Some internal 
restrictions are held to fund specific liabilities such as employee leave entitlements and bonds 
and deposits. 
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Depreciation 

The LTFP projects annual depreciation expenditure to increase based on estimated capital 
expenditure levels in future years. The actual depreciation expenditure in future years will be 
impacted by future asset revaluation methods and timing as stipulated by relevant accounting 
standards. 

Council’s infrastructure assets are revalued in accordance with a staged implementation 
program as advised by the Office of Local Government. Full revaluations are to be undertaken 
for all assets on a minimum 5 year cycle. 
 
Depreciation costs used in the LTFP relate to existing assets and any proposed capital works. 
The results of future asset revaluations may result in depreciation estimates being revised over 
time. Depreciation expenses have been derived using asset modelling so amounts vary 
according to projected costs and allowance for capital works (including upgrade and expansion 
expenditure) over the course of the financial plan. 

Other operating expenses 

Other operating expenses comprise a variety of items, such as the following: 
• donations and contributions 
• contributions to emergency services (paid to the NSW Government) 

It is assumed that other expenses will increase at 2.75% for 2023/24 and 2.5% from 2024/25 
and for the remaining life of the plan. 
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6. Council’s current financial position  
In the 2020/21 year, Council achieved the OLG`s benchmarks for the following operating 
performance measures: 

• Own source operating revenue ratio; 
• Unrestricted current ratio; 
• Debt service cover ratio; 
• Rates, annual charges, interest and extra charges outstanding percentage; 

and 
• Cash expense cover ratio. 

In 2020/21 Council did not meet the OLG`s operating performance ratio benchmark of >0.00%. 
With costs rising faster than revenue, Council has only achieved the operating performance 
ratio benchmark once in recent years. 

In 2020/21, Council has achieved the following OLG benchmarks for the infrastructure asset 
performance indicators: 

• Infrastructure backlog ratio; and 
• Asset maintenance ratio. 

In 2020/21 Council did not meet the OLG`s building and infrastructure renewals ratio which 
indicates that Council did not have sufficient funding for asset renewals.  

Further information on key performance indicators is included below. 

In recent years, Council has made submissions and has received assessments under the Fit 
for the Future (FFTF) process. These assessments have stated that Council is ‘not fit’ based 
on financial projections and ensuing key performance indicator results. Concern was also 
raised at that time about the quality of Council’s financial projections and its financial 
management principles and practices. 

Council has progressed in addressing its financial sustainability concerns by conducting a 
Financial Management Maturity Assessment and implementing 37 subsequent 
recommendations to improve Council’s financial and asset management. Council is also 
implementing a multi-year Fit for the Future action plan. 

In late 2021, Council's administration engaged Future Together Group to conduct a 
comprehensive rating structure and revenue review. This considered Council’s financial 
sustainability issues, following 10 years of deficit operating results (before capital) and 
significantly lower rating revenue compared with similar neighbouring Councils. It identified a 
structural annual shortfall in Council’s General Revenues of $6.018M at existing agreed levels 
of service before adopting available productivity, savings and other measures. Council's 
administration is currently working through the detailed recommendations and implications of 
the rating review report before reporting to Council with a recommendation to engage with the 
community on options for a sustainable future.  

Council has a strong balance sheet. As at 30 June 2021, Council had total general fund assets 
of $494 million which included cash and investment of $18.8 million. Total general fund 
liabilities were $23.3 million including external borrowings of $2 million. The comparative data 
for Council’s consolidated position (water and sewer fund included) was total assets of $624 
million including cash and investments of $29.2 million with total liabilities of $37 million 
(including external borrowings of $12.8 million).  
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Key Performance Indicators 

Key performance indicators allow organisations to measure how effective and successful they 
have been at achieving business objectives and performance. The indicators below measure 
sustainability, effectiveness of asset management and liquidity. They are a combination of 
ratios set by the OLG and other ratios that Council considers critical to sustainable operations. 
These are the ratios Council will use to assess its 3 proposed Long Term Financial Plan 
scenarios. 

OPERATING 
PERFORMANCE RATIO 

OWN SOURCE 
OPERATING REVENUE 

ASSET RENEWAL RATIO 

 Measures Council’s ability 
to contain operating 
expenditure within 
operating revenue 

 Benchmark: > or equal to 
break-even (0%) 

 Measures fiscal flexibility 
and degree of reliance on 
external funding sources 

 Benchmark: > or equal to 
60% 

 Assesses the rate at which 
assets are being renewed 
relative to the rate at which they 
are depreciating 

 Benchmark: > or equal to 100% 

INFRASTRUCTURE 
BACKLOG 
RATIO 

ASSET MAINTENACE 
RATIO 
 

DEBT SERVICE RATIO 
 

 Indicates asset renewal 
backlog as a proportion of 
total asset infrastructure 
value 

 Benchmark: < or equal to 
2% 

 Reflects actual asset 
maintenance against require 
asset maintenance 

 Benchmark: > or equal to 
100% 

 

 Measures the availability of 
operating cash to service debt 

 Benchmark: > 0% and less than 
or equal to 20% 

 

UNRESTRICTED 
CURRENT 
RATIO 

RATES AND ANNUAL 
CHARGES 
OUTSTANDING 

REAL OPERATING 
EXPENDITURE PER CAPITA 

� Reflects Council’s ability to 
meet debt payments as 
they become due 

� Benchmark: > or equal to 
1.5 

 Reflects Council’s ability to 
meet debt payments as they 
become due 

 Benchmark: < or equal to 
10% 

 Reflects Council’s ability to 
meet debt payments as they 
become due 

 Benchmark: Decreasing over 
time 

 

Council Consolidated 2020/21 actual performance of Ratios 
MEASURE / BENCHMARK ACTUAL 2021/21 

PERFORMANCE 
ACHIEVED 
BENCHMARK 

Operating Performance Ratio
 (2.2%) 

Own Source Operating Revenue
 70.8%

 
Building and Infrastructure Asset 
Renewal Ratio 51.8% 

Infrastructure Backlog Ratio
 1.8%

 

Asset Maintenance Ratio
 121.7%

 

Debt Service Cover Ratio
 5.66x

 

Unrestricted Current Ratio
 2.23x
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7. Risk Management  

A local government’s activities expose it to a variety of risks which need to be considered in 
preparing the LTFP such as commodity prices, inflation and interest rates.  

Council’s asset management systems identify assets that are critical to operations and outline 
specific risk management strategies for these assets.  

However, long term planning in a dynamic environment has to accommodate some level of 
uncertainty. For specific projects, the ability to accurately define risks over a long period may 
be constrained by uncertainties surrounding the availability of funding, such as grants. Also, 
the LTFP is developed on the basis of assumptions that can change via internal and/or external 
influence. This is one of the reasons that best practice is to review the assumptions annually. 

8. Sensitivity analysis  

Sensitivity analysis identifies the impact on Council’s projected financial position of changes 
in assumptions used to develop the plan and highlights the factors most likely to affect the 
outcomes of the plan. As LTFP looks forward for ten years, many of these assumptions con 
fluctuate over time due to changes in economic conditions, government policies and changes 
in community expectation.  

Sensitivity analysis looks at “what if” scenarios. For example, what happens to Council’s 
financial position if inflation resulted in material and contract expenses rising faster than 
forecast; if growth was half that forecast; or if investment returns were lower than forecast in 
the plan. 

Historically, there has been a nexus between income and expenditure inflators. If that nexus 
remains constant, then the actual movement of the factors will not materially impact the results 
forecast in this LTFP. However, the LTFP does remain susceptible to changes in the common 
indicators and to address this, conservative estimates have been included in the LTFP. 

The analysis identifies the impacts of not taking planned actions or if a future SRV did not 
proceed. The assumptions used are our current informed estimates; however, they are 
fundamentally ambiguous especially in the current economic climate. If they are incorrect, 
some will have limited impact. Others may have a more material impact on Council’s plans. 

Council has undertaken sensitivity analysis for the three scenarios it has modelled. The LTFP 
includes the results from the key performance indicators for Scenario 3 – Sustainable Council. 
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9. Scenario Modelling  

Scenario 1 – Base Case  

The base case represents “business as usual” where Council continues to deliver existing 
services without applying a range of improvement strategies. Future rate increases are limited 
to the rate peg only – Council would have ongoing operating deficits (before capital). The 
scenario also does not allow extra asset renewal expenditure to ensure the asset ratio 
benchmarks are achieved. In this scenario, Council cannot be considered to be 
financially sustainable. 

Scenario 2 – Improvement Plan 

This scenario takes the Base Case and adjusts the financial projections based on a number 
of ongoing improvement opportunities that have been identified. Improvements include a 
$400K increase in user fees & charges income (mainly commercial waste management) and 
productivity savings in materials & contracts. Council is able to reduce its operating deficits 
(before capital) under this scenario but does not have sufficient funds for asset renewal nor to 
clear the infrastructure backlog. Council would not be deemed ‘fit for the future’ under this 
scenario. 

Scenario 3 – Sustainable Council 

Scenario 3 takes the revised financial projections in Scenario 2 then utilises SRV funding and 
cost saving / efficiency strategies to ensure that the OLG’s financial and asset management 
performance benchmarks are met over the 10 years of the plan for the General Fund. 
Scenario 3 enables Council to become financially sustainable over the 10--year term of 
the plan. 

 
This scenario also includes the following strategies to enable financial sustainability over the 
10 year plan: 

 An additional permanent SRV from 1 July 2023 - Council is currently 
developing an SRV proposal, based on the recommendations of the Rating 
Review report, that would address Council's structural deficit and provide 
capacity for Council to meet all of the OLG financial and asset performance 
indicators over the 10-year term of the LTFP. 

 Management of employment costs: expenditure has been rising above CPI 
growth in recent years, with cleaning services and the Lithgow Solid Waste 
Facility being brought in-house. To contain employments costs, the need to 
retain a position in the organisational structure will be considered when 
vacancies arise. Together with deferred recruitment action and productivity 
improvements, a saving of $100,000 p.a. has been included in this scenario. 

 Internal plant hire rates will be increased to rebuild the plant replacement 
reserve. 

 
Scenario 3 enables Council to become financially sustainable over the term of the 10-year 
plan. 



P a g e  | 33 
 

 
 

   Lithgow City Council Long Term Financial Plan 

10. Performance monitoring 

A review of the Long Term Financial Plan will occur each year as the annual Operational Plan 
is prepared, to account for performance information and changing circumstances. 

Consistently monitoring the LTFP allows Council to evaluate the quality and effectiveness of 
our services and an important accountability mechanism between council’s administration and 
councillors, and between councillors and the community.  

The LTFP will be monitored via the IP&R framework including but not limited to: 

 Quarterly Financial Budget Review Statements  
 Six monthly Operational Plan reviews  
 Delivery Program Progress Reports  
 Annual Report  

Performance information allows for evidence-based decision making to inform and shows 
where areas of Council are performing and where improvements need to be made.  

In addition to the above measurements, Council will also monitor the LTFP via a combination 
of ratios set by the OLG and other measures that Council considers critical to sustainable 
operations. 

Council also closely monitors its cashflow (actual funds coming and going out) and reserve 
balances.  
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