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“A local government is sustainable if 
its infrastructure capital and financial 
capital is able to be maintained over 
the long-term” (Local Government Act 
2009, Section 104(2)). 
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1 EXECUTIVE SUMMARY 

1.1 THE FINANCIAL STRATEGY 

 
The Financial Strategy (the Strategy) is Council’s long-term financial plan that is governed by 
a series of strategies, planned responses and associated financial stability and sustainability 
targets to measure performance. The Strategy establishes the financial framework under 
which sound and sustainable financial decisions can be made and is reviewed annually with 
the inclusion of long-term modelling in accordance with section 171 of the Local Government 
Regulation 2012.  

A key component of the Strategy is the long-term financial forecast (LTFF) which is reviewed 
following quarterly budget reviews and in conjunction with the annual budget preparation 
process.  
 
The LTFF is Councils ten year financial forecast which includes income, expenditure, related 
cash flow projections, liabilities and equity and the value of assets.  Council refers to this 
model when considering financial decisions, for example new borrowings, long term 
operational projections as well as capital expenditure forecasts. 
 
1.2 THE FINANCIAL STRATEGY OBJECTIVES 

 
  The objectives are to: 
 
• Achieve financial sustainability aimed at ensuring that our revenue is sufficient to cover 

an efficient operating expense base including depreciation that is, positive operational 
ratios; 

• To ensure adequate funding is available to provide efficient and effective core services 
to the community; 

• Continuation of good asset management to ensure that all community assets are well 
maintained and are fit for purpose; 

• Address key inter-generational infrastructure and service issues, which allows any 
significant financial burden to be spread over a number of years and not impact 
adversely on current or future ratepayers; and 

• Provide good financial and asset risk management which gives assurance that major 
risks have been considered and are reflected in future financial and asset management 
planning 

 

1.3 ORGANISATIONAL AND COMMUNITY OUTCOMES 

 
We will do this because: 
 
• It demonstrates sound financial governance to the community and to external 

stakeholders such as the State and Federal Governments and represents Council as a 
responsible and accountable custodian of community services and assets; 

• Our community services and assets will be well maintained and fit for purpose which 
means that current and future generations will benefit from effective and efficient 
financial and asset management; 
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• It protects future generations from bearing the full burden of future infrastructure needs 
whilst addressing the immediate needs for strategic responses to major issues facing 
local government; and 

• It ensures that our planning is integrated and effective and that there is clear linkage 
between community expectations and service delivery within affordable limits. 

 

1.4 KEY PRINCIPLES 

 
We will achieve these outcomes through: 
 
• Maximising organisational efficiencies through the implementation of initiatives such as: 

o Continued assessment of core business and service level reviews; 

o Reform of business service delivery modes where appropriate; 

o Continuing to deliver through the most efficient and effective means to reduce 
goods and services costs; 

o Challenging the priority and need for discretionary operational projects; and 

• Continuing with rating reform including applying user pays principles where it is 
appropriate to do so; 

• Optimising our capital and borrowing programmes to ensure delivery of projects which 
maximise synergies, gain economies of scale and balance the objectives of the 
Corporate Plan and Financial Strategy. This includes assessing borrowing levels over 
the medium to long term and making an assessment of the deliverability of projects; 

• Utilising returns from cash investments to minimise financial impacts on ratepayers; 
and 

• Investigating the new services or types of business where appropriate and feasible to 
generate additional returns for Council and minimise financial impacts on ratepayers. 

 
1.5 IMPLEMENTATION OF THE FINANCIAL STRATEGY 

We will implement the Strategy: 
 
• Over ten years to ensure that the Strategy objectives can be achieved in a financially 

sustainable way and that these can be delivered in an effective and efficient manner; 

• Through the delivery of operational and capital programmes which are aligned with 
Corporate Plan objectives. All capital and operational projects will be subject to 
rigorous business cases and prioritisation to ensure that the alignment is applied 
consistently before they are included in future spending plans; 

• By continuing with rating reform which is provided in a separate policy document, 
however the basic intent is to: 

o Ensure that the rating system is simplified and is understood by the community; 
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o That the revenue policy reflects the capacity of the property to generate revenue 
for owners; 

o Limiting increases in residential rates generally in line with the Consumer Price 
Index (CPI); 

• Integrating asset management and procurement planning with financial planning which 
will ensure that spending on community assets will be clearly defined and in 
accordance with sound asset management and procurement practices; and 

• Through a sustainable borrowing policy which may see increases in affordable 
borrowings over the medium term aimed at supporting capital spending in accordance 
with the Strategy objectives. 

 

1.6 ACCOUNTABILITY AND TRANSPARENCY 

We will demonstrate accountability and transparency by: 
 
• Having clear financial stability and sustainability ratios, and associated targets which 

demonstrate if Strategy objectives are being achieved; 

• Applying full cost pricing to services where it is appropriate which will ensure that the 
full cost of services including providing Community Service Obligations (CSOs) are 
clearly identified and accounted for in their own right in the General Fund; 

• Clearly linking our revenue and spending decisions to Corporate Plans and specific 
projects initiatives; and 

• Obtaining independent assessment of the sustainability of our Strategy through the 
Queensland Treasury Corporation (QTC) which will provide confirmation or otherwise 
of progress against strategic objectives and provide guidance on any necessary 
changes. 

 

1.7 REVIEWING AND REFINING THE FINANCIAL STRATEGY 

 
We will continually review our Strategy by: 
 
• Ensuring that any changes to Corporate Plans are reflected in the Strategy; 

• Being responsive to any emerging issues and including these in our forward planning 
and risk assessment; 

• Capturing the quarterly budget revisions in our LTFF and analysing the impacts of any 
changes on our financial stability sustainability ratios; 

• Undertaking annual reviews of our capital and operational projects; 

• Considering policy changes before changing our spending plans; and 

• Considering the outcomes of any future community and/or rating consultation 
processes. 
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2 THE FINANCIAL STRATEGY AND TEN YEAR FINANCIAL FORECAST 

2.1 BACKGROUND 

 
The Strategy provides us with an agreed roadmap for managing our financial resources and 
processes and is aligned with the objectives and priorities of our Corporate Plans. Within the 
framework of the Strategy, guidance is provided to support decision making with respect to 
capital and operating revenue and expenditure, asset and service management levels and 
procurement operations. 
 
The Strategy is influenced by: 
 
• Global, national, regional and local economic conditions; 

• Population growth; 

• Changes in population demographics (for e.g., the ageing population); 

• Local government reform via changing legislative requirements;  

• Changes in regulated frameworks (e.g. water operations); and 

• Known changes in Federal and State government funding. 

 
A key component of the Strategy is the LTFF which is a ten year financial model. The model 
is reviewed quarterly following revised budget forecasts and is used to support resource 
allocation decision making. The financial forecast contains details of the assumptions used to 
estimate growth rates, price increases, general rates and charges increases, and also 
provides the financial outputs and financial sustainability measures for each of the ten years. 
 
The ten year focus allows us to assess our financial sustainability over the period and to 
guide corporate decision-making.  It is a living and breathing document, guiding our financial 
planning, revenue-raising and spending activities while adapting to changing needs and 
requirements.  
 
The LTFF provides transparency into our financial performance and planning, giving the 
Community a view of how its services are being funded and where the money goes. It is a 
tool for validating and maintaining alignment with Corporate Plans and with legislative 
requirements. It reflects the efforts we are making to meet current and future community 
expectations and serves to signal the decisions and actions needed to ensure our future 
financial sustainability. 
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2.2 KEY ASSUMPTIONS 

 
The financial strategy is based on a number of underlying assumptions and the key planning 
assumptions considered are as follows (Year 1 represents 2014/15): 
 

 
 
 
One of the most significant factors impacting Councils financial position is growth in property 
numbers (that is, rate able properties).  Council has taken a conservative approach for the 
first four years of the ten year forecast based recent on historical information and current 
development trends and available information. 
 
Growth in employee costs and goods and services have been restricted in the first year of the 
LTFF based on service review and Councils continuous efficiency drive.  
 
The Australian Bureau of Statistics Consumer Price Index (ABS CPI) has been used in the 
ten year forecast for general rates where possible.  The CPI rate is reviewed every quarter as 
information becomes available. 
 
The Enterprise Bargaining Agreement (EBA) has been use for price increases associated 
with all employee costs.  Council reviews its EBA every three years. 
 
The Roads and Bridges Construction Cost Index for Queensland (R&B CCI) is sourced from 
the Australian Bureau of Statistics and is the index used for construction expenditure. 
 
The Redland City Council Blended CPI has been applied to fees and charges and goods and 
services and is calculated using a weighted methodology as follows: 
 
 

 
 
  

Type Weight Index RCC Blended 
CPI

Employees costs
 - Operational 74,422    32.61% 2.50% EBA 0.82%
 - Capital 8,294     3.63% 2.50% EBA 0.09%
Goods and Services
 - Non-construction 48,501    21.25% 2.20% ABS CPI 0.47%
 - Construction 97,001    42.50% 4.93% R&B CCI 2.10%

228,218  100.00% 3.47%
as at Sept 2013 Qtr
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2.3 FINANCIAL SUSTAINABILITY MEASURES 

 
A key objective of the Strategy is to achieve financial sustainability by maintaining its financial 
capital and infrastructure capital over the long-term.  
 
Sustainability in Council can be defined as and measured by: 
 
• Ensuring healthy cash flow capabilities (Operating Performance Ratio); 

• Ensuring a reasonable operating surplus exists to fund future growth requirements 
(Operating Surplus Ratio); 

• The level of dependence on general rates as a single source of revenue (Level of 
Dependence on General Rates Ratio); 

• Ensuring that we have the ability to pay for our bills (Current Ratio, Cash Balance and 
Cash Capacity Ratio); while also ensuring the optimal level of cash is held. 

• Ensuring that borrowing is only undertaken in a affordable manner and in line with Debt 
Policy (Debt Servicing Ratio, Interest Coverage Ratio, Net Financial Liabilities Ratio and 
Debt to Asset Ratio); and 

• Ensuring that our infrastructure assets are maintained and fit for purpose (Asset 
Sustainability Ratio, Asset Consumption Ratio and Asset Renewal Funding Ratio). 

 
2.4 FINANCIAL SUSTAINABILITY SUMMARY 

 
The adopted December 2012 Strategy and LTFF were subject to a Credit Review by the 
Queensland Treasury Corporation (QTC) in May 2013 which resulted in a rating of Sound 
with a Neutral outlook, which has remained unchanged from the FY2011 Credit Review. 
 
The sound rating reflects Redland City Council having zero net debt as cash levels are in 
excess of gross debt, favorable debt servicing capacity primarily due to the low gross debt 
level and implementing a number of measures/initiatives (reduced involvement in non-core 
business, reducing operating costs) as part of moving to a balanced operating position. 
 
Council is aware of the need to generate positive operating results and has focused on its 
own operating cost structure in order to achieve this objective. 
 
The neutral outlook reflects the view that there is no known issue or events which are 
expected to have a positive or negative impact on Council’s rating within the next 24 months. 
 
Council will endeavor to achieve an increase in its rating to Strong once it has a 
demonstrated track record of running an operating surplus. 
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2.5 FINANCIAL SUSTAINABILITY TARGETS 

 
The following targets have been established for each of the measures of sustainability which 
are reviewed annually to ensure alignment with any revisions to the Strategy: 

 

 
 
  

Debt Servicing Ratio
Interest Expense plus Loan Redemption divided by Total 
Operating Revenue less Gain on Sale of Land ≤10%

Operating Performance Ratio
Net Cash from Operations plus Interest Revenue and 
Expense divided by Cash Operating Revenue plus Interest 
Revenue

≥20%

Asset Consumption Ratio Written Down Value of Infrastructure Assets divided by 
Gross Replacement Cost of Infrastructure Assets

Between 40% and 80%

Interest Cover Ratio
Net Interest Expense on Debt divided by Total Operating 
Revenue Between 0% and 5%

Asset Sustainability Ratio
Capital Expenditure on Renewal of Assets divided by 
Depreciation Expense ≥90%

Operating Surplus Ratio Net Operating Surplus divided by Total Operating 
Revenue

Between 0% and 10%

Net Financial Liabilities Ratio
Total Liabilities less Current Assets divided by Total 
Operating Revenue ≤60%

Cash Capacity in months Cash held at end of period divided by Cash Operating 
Costs plus Interest Expense expressed in months

3 to 4 months

Debt to Asset Ratio
Current plus Non-current Borrowings divided by Total 
Assets ≤10% 

Current Ratio Current Assets divided by Current Liabilities 1.1 to 4.1

Cash Balance Cash held at end of period ≥$40 M

Measure of Sustainability Definition Target

Level of dependence on General 
Rates

General Rates Less Pensioner Remissions divided by 
Total Operating Revenue less Gain on Sale of Land ≤ 37.5%
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3 REVENUE AND PRICING 

3.1 BACKGROUND 

 
Our significant sources of operational revenue are as follows: 
 

• General Rates; 

• Water and wastewater Charges; 

• Environment and Landfill Remediation Separate Charges; 

• Canal and Lake Special Charges; 

• Waste Collection Charges; 

• Fees and Charges; 

• Federal and State Grants and Subsidies; 

• Investment Interest; and 

• Other Revenue. 

 
The following chart provides an analysis of the total operating revenue by source and 
identifies the proportion of revenue from each of those sources. 
 
 
 

 
 
Note. The above increase in projection of utility charges is significantly influenced by the 
increase and pass through costs associated with the purchase of bulk water from the State 
Government.  
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In relation to the LTFF, the following operational revenue streams have been identified as 
ones which will require closer management attention in order to support the achievement of 
the financial sustainability targets: 
 

• Investment returns – due to lower predicted interest rates; 

• Federal and State Grants and Subsidies – due to the potential for redirection of these 
funds into other essential areas; and 

• Fees and charges – due to recent decline in volume and recent economic conditions. 

 
All other operational revenue streams are predicted to increase in line with adopted key 
assumptions. 

Our significant sources of revenue are as follows: 
 

• General Rate Fund Cash Reserve; 

• Environmental Reserve; 

• Canal and Lake Reserves; 

• Infrastructure Charges; 

• Federal and State Capital Grants and Subsidies; and 

• Borrowings 

 
In relation to the LTFF, the following capital revenue streams have been identified as ones 
which will require closer management attention in order to support the achievement of the 
financial sustainability targets: 

 

• Federal and State Grants and Subsidies – due to the potential for redirection of these 
funds; 

• Infrastructure Charges – due to the seasonality of development; and 

• Borrowings – to ensure affordability of borrowings to fund capital expenditure and that is 
aligned to the Debt Policy. 

 
3.2 REVENUE POLICY STATEMENT 

 
The generation of an appropriate level of revenue to support the delivery of the Corporate 
Planning goals will be an essential element of the Strategy.  
 
Council will be guided by the following principles: 
 
• Accountability ― Council will be accountable to the providers of funds to ensure those 

funds are applied efficiently and effectively to satisfy the objective for which the funds 
were raised. 

 
• Transparency ― Council will be transparent in its revenue raising activities and will 

endeavour to use systems and practices able to be understood by the community. 
 
• Representation ― Council will act in the interests of the whole community in making 

decisions about rates and charges. 
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• Sustainable financial management ― Council will ensure it manages revenue diligently 
and that the application of funds is founded on sustainable strategic objectives which 
result in timely and optimal investment in identified priorities. 

 
• Fairness ― While the rating legislation requires Council to use property valuations as the 

basis for raising rate revenue, Council will try to limit extreme implications for upper and 
lower valued properties by continuing to review rating categories and to appropriately 
spread the recovery of core service delivery costs across the rating base.  For those 
properties that can never be developed, Council will also attempt to limit the rates 
obligation. 

 
• Differentiation of categories ― Council will apply different rates to various categories of 

property that will reflect the particular circumstances of the categories and Council’s 
policy objectives relating to those categories. 

 
• Special needs and user pays ― Council will draw from various revenue sources to fund 

special needs including (but not necessarily limited to): 
o separate rates or charges for special community programmes; 
o special rates or charges for recovery of costs from beneficiaries; 
o utility charges for specific services based generally on usage; 
o statutory fees and charges in accordance with legislation, regulation or local laws; 
o commercial fees and charges where users can clearly be identified. 

 
• Social conscience ― Council will apply a range of concessions (e.g. for pensioners and 

institutions) and will accommodate special circumstances where hardship can be 
demonstrated. 

 
3.3 REVENUE POLICY GUIDELINE 

 
The Strategy has adopted the following strategies in relation to revenue sources:  

• Keeping general rates increases generally in line with projected national ABS CPI 
index; 

• Keeping water and wastewater charges increases in line with Council policy and within 
regulated economic models that are compliant with the Queensland Competition 
Authority (QCA); 

• Keeping waste collection and other fees and charges increases in line with the 
projected RCC CPI index, with an appropriate level of return to Council in accordance 
with the National Competition Policy; 

• Seeking to maximise revenue from external grants and subsidies where possible, 
however this is impacted by the need at Federal and State levels to fund disaster 
recovery and infrastructure affected by flood and cyclone events over recent years;  

• Seeking to increase the level of commercial returns; and 

• Keeping growth projections for rateable properties at a conservative level for the life of 
the Strategy. 
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3.4 KEY RISKS, ISSUES AND MITIGATION STRATEGIES 

 
The Strategy has identified the following risks in relation to revenue and pricing which have 
been assessed in accordance with Council’s adopted Enterprise Risk Management 
framework. 
 
Material Risks/Opportunities 
 

 
 
 
 
 
 
 

Likelihood Consequence Risk / Opportunities

Possible Major Potential financial impact further water 
reform will have on Council

Low Medium High Extreme

Almost Medium Potential reduction in service delivery due
Certain insufficient funding from external parties

Low Medium High Extreme

Almost Medium Fees and charges may not be affordable and 
Certain take up is reduced under "User Pays" model

Low Medium High Extreme

Possible Medium Predicted wet summers adverse impact on
water revenue not currently factored in budget

Low Medium High Extreme

Likely Low Ageing population increases burden on
pensioner remissions

Low Medium High Extreme
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Less Significant Risks/Opportunities 
 

 
  

Likelihood Consequence Risk / Opportunities
Possible Low Investment income increases due to higher 

cash balances and interest rate changes

Low Medium High Extreme

Possible Medium Sale of Council land to raise additional
capital revenue

Low Medium High Extreme

Possible Medium Increase in outstanding debt affects cash flow
and ability to deliver on service and projects

Low Medium High Extreme

Rare Low Predicted population growth does not
materialise

Low Medium High Extreme

Unlikely Low General rate increases continue to increase
at a level greater than ABS CPI

Low Medium High Extreme
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Risks can be described as things that may or may not arise depending on the success or 
otherwise of any actions that are put in place to mitigate, reduce or transfer the risk. 
 
In order to mitigate the above risks, the following projects and actions are proposed: 
 
• Continue to enhance monthly cash management forecasting using the corporate 

Finance System in order to plan more effectively for investment of funds and to signal 
issues relating to cash-flow;  

• Service Level Agreements (SLA) – to be reviewed to improve full cost pricing 
methodologies;  

• Investigate and measure the potential impacts further water reform may have on 
Councils financial performance; and 

• Investigate a staged plan to move towards less reliance on return from Redland Water 
and Waste.   

 

3.5 KEY PERFORMANCE INFORMATION 

 
The following graph shows how the indicator performs over the life of the Strategy compared 
to the adopted target. As indicated by the ten year financial plan it is forecast that we will be 
under the target for the level of dependence on general rate revenue under the current 
assumptions.  
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4 ASSET AND SERVICE MANAGEMENT 

4.1 BACKGROUND 

 
In meeting the needs of a large and modern community, we are responsible for provision of a 
diverse range of services.  A significant number of these services are provided through 
infrastructure and other assets owned and managed by council, albeit with a practical 
consideration of the wide-ranging desires and varying expectations of the community. 
 
In continuing to provide these asset-based services, we are faced with notable challenges 
including: 
 
• decreasing availability and increased competition for funds; 

• population growth pressures and changing demographics directly influencing the 
quantity and type of assets (and services) required; 

• a continuous requirement to renew the infrastructure in place that helps to deliver 
services; and 

• escalation in the quantity and complexity of related reporting demanded by business 
regulators and other levels of government. 

 
Our response to this will be through the adoption of an Asset & Services Management 
Strategy which will assist in meeting these challenges by providing a framework for improving 
asset and services management practices in accordance with council’s adopted asset 
management policy objectives.  
 

In addition to being aligned with Corporate Plans, the Asset and Services Management 
Strategy is shaped by key asset related ratios in the Financial Management (Sustainability) 
Guidelines 2013 released by the Department of Local Government, Community Recovery and 
Resilience. 
 
In relation to the LTFF, the following asset and services management issues have been 
identified as ones which will require closer management attention in order to support the 
achievement of the financial sustainability targets: 
 
• Asset Sustainability Ratio – due to not meeting the Departments target for the life of the 

Strategy; 

• Asset Category Definitions – to ensure that accurate expenditure is identified for 
renewal capital projects;  

• Condition of asset base – strengthen understanding of remaining useful lives to ensure 
a true prediction of assets life cycle; and 

• Valuation and Depreciation Methodologies – to ensure the optimisation of depreciation 
costs. 
  

Our policy in this area is designed to provide guidance in the implementation and 
improvement of corporate asset and services management processes and seeks to achieve 
the following outcomes: 
 
• Identify the key activities, roles and relationships associated with the implantation of an 

overarching asset management philosophy; 

• Establish and communicate corporate responsibilities for the ownership, control, 
accountability and reporting of assets; 

• Reinforce that assets should only be created, maintained, renewed or replaced in 
accordance with Asset Management and Service Plans; 



 

19 | P a g e  
 

• Help in meeting legislative compliance and associated risk management including 
financial reporting requirements and corporate governance; 

• Highlight how our integrated asset management information systems and reporting 
tools support asset management activates and can provide a high standard of policy 
and decision support; 

• Guide development of reliable systems and asset information that will allow for 
accurate financial forecasting and planning for sustainable service delivery; 

• Identify how asset management processes integrate with corporate and operational 
planning, budgetary and reporting practices; 

• Link individual departmental asset management activities with our overall community 
vision and corporate goals; 

• Classify actions that will improve knowledge of existing asset inventories, asset 
condition and related performance; and 

• Support ongoing improvements to existing Asset and Services Management Planning 
and corresponding financial forecasting, planning and reporting. 

 
4.2 ASSET AND SERVICES MANAGEMENT POLICY GUIDELINE 

 
The Strategy has adopted the following strategies in relation to asset and services 
management:  

• That Asset and Services Management Plans will drive investment decisions; 

• That identification, scoping and prioritising of renewal projects in the ten year capital 
programme will continue to be prioritised; and 

• That the integration of asset and services management plans and budgets is effected 
to ensure that whole-of-life asset and services costs are captured in order to 
understand the implications of the achievement of long term financial sustainability. 

 

4.3 KEY RISKS, ISSUES AND MITIGATION STRATEGIES 

 
The Strategy has identified the following risks in relation to asset and services management 
which have been assessed in accordance with Council’s adopted Enterprise Risk 
management framework. 
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Material Risks and Opportunities 
 

 
 
 
  

Likelihood Consequence Risk / Opportunities

Possible Major Significant failure of community  infrastructure
leads to financial stress

Low Medium High Extreme

Almost Medium Servive levels of assets are higher than
Certain required

Low Medium High Extreme

Likely Medium Insufficient strategic planning for renewals 
and maintenance may lead to large scale 
unplanned capital renewals

Low Medium High Extreme

Almost Medium Failure to reflect whole of life costs of
Certain services in forecasting

Low Medium High Extreme

Possible Medium Future financial sustainability is signficantly
impacted by failure to achieve asset 
sustainability targets

Low Medium High Extreme

Rare Major Material misstatement of financial statements
due to non-capitalisation of assets

Low Medium High Extreme
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Less Significant Risks and Opportunities 
 

 
 
 
  

Likelihood Consequence Risk / Opportunities
Likely Low Incorrect prioritisation of capital works projects

, leading to misalignment to community 
priorities and required / urgent infrastructure

Low Medium High Extreme

Almost Medium Inceasing public liability claims for injuries in
Certain public places and Council owned or contolled

facilities

Low Medium High Extreme

Almost Medium Increasing legal action for discrimination
Certain arising from inability to access Council

facilities and non complaince of the Disability
Act 2005-2007

Low Medium High Extreme

Almost Medium Inadequate control of portable and attractive 
Certain items results in additional expense to replace

Low Medium High Extreme

Likely Medium Failure to reflect whole of life costs of 
services in forecasting

Low Medium High Extreme
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Risks can be described as things that may or may not arise depending on the success or 
otherwise of any actions that are put in place to mitigate, reduce or transfer the risk. 
 
In order to mitigate the above risks, the following projects and actions are proposed: 
 
• Enterprise Asset Management– to establish an enterprise-wide response to asset 

management, driven by Executive Leadership Group (ELG); 

• Further development of asset and service management plans in accordance with 
statutory requirements and business needs;  

• Further development on a condition based depreciation methodology; 

• Improved financial asset management and integration of asset planning with budgeting 
and forecasting; and 

• Develop a complete understanding of the remaining useful lives of our asset base 

 

  

Likelihood Consequence Risk / Opportunities
Likely Medium Improving project management processes

results in reduced costs and risks, enhanced
processes, and better prioritisation and 
benefits management

Low Medium High Extreme

Likely Medium Improved procurement practices result in
reducing costs

Low Medium High Extreme

Possible Medium Possible reduction in service delivery due to
cost shifting from other Governments

Low Medium High Extreme

Possible Medium Increased costs of attracting and keeping staff
in competitive markets where skill shortages 
exist

Low Medium High Extreme
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4.4 KEY PERFORMANCE INFORMATION 

 
These graphs are based on the 2012/13 Financial Sustainability Report. 
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5 EXPENDITURE MANAGEMENT 

5.1 BACKGROUND 

 
Our significant sources of operational expenditure are as follows: 
 
• Employee costs; 

• Goods and Services; 

• Interest and finance costs; and 

• Depreciation. 

 
 
The following chart provides an analysis of the total operating expenditure by type of expense 
and identifies the proportion of expenditure with each type. 
 
 
 

 
 
Note.  The above increase in projection of goods and services is significantly influenced by 
the increase and pass through costs associated with the purchase of bulk water from the 
State Government.  
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In addition to the above, capital expenditure on renewal, upgrade and expansion projects are 
undertaken over the life of the Strategy. The following chart provides an analysis of this 
spending type in the projected capital programme for 2012/13. 
 

 
 
 
 
In relation to the LTFF, due to projected efficiency targets in the short run, the following 
expense streams have been identified as ones which will require closer management 
attention in order to support the achievement reaching an operating surplus: 
 
 
• Employees – to continue to critically review the cost of management and staff; 

• Goods and Services – to critically review the timing and cost of discretionary 
operational projects; 

• Goods and Services – to lower and continue to review operational activity expenditure; 
and 

• Depreciation – due to the requirement to optimise depreciation charges based on 
condition assessment rather than straight line methodology 

 
The following capital programming issues have been identified as ones which will require 
closer management attention in order to support the achievement of the financial 
sustainability targets: 
 
• Programming an optimal, affordable and deliverable capital spend over the LTFF, in 

particular the years 1 to 5; 

• Ensuring the correct level of renewal capital expenditure is programmed in alignment to 
Asset Management Plans;  

• Federal and State Grants and Subsidies – due to the redirection of these funds into 
disaster recovery and rebuilding programmes; 

• Infrastructure Charges – due to the uncertainty around the timing of development; and 

• Borrowings – due to the affordability of borrowings to fund capital expenditure. 

Capital expenditure by category 
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5.2 EXPENDITURE MANAGEMENT POLICY STATEMENT 

 
Operational and capital expenditure management to support the delivery of Corporate 
Planning goals will be an essential element of the ten year Strategy. By articulating its 
aspirations, the community has stated what it wants to see in terms of the future development 
of the City and we will need to determine how those aspirations can be delivered within an 
environment of reducing revenue. 
 
The focus of expenditure management is therefore clearly the primary mechanism by which 
we intend to achieve financial sustainability over the life of the Strategy. 

 
 

5.3 EXPENDITURE MANAGEMENT POLICY GUIDELINES 

 
The Strategy has adopted the following strategies in relation to expenditure management 
which may be used in combination to achieve targets of financial sustainability:  

• To continue to critically review the cost of management and the cost of staff; 

• To continually improve services with an emphasis on efficiency; 

• To continue to critically review the cost of goods and services; 

• Apply more rigorous purchasing controls to minimise goods and services costs over 
time, through the future adoption of a suitable procurement model, plans and initiatives 
for improved procurement efficiencies; 

• Over time to provide a more strategic approach to contracts in the future, requiring a 
rigorous and transparent suitability assessment against the quadruple bottom line, 
emphasising waste elimination, efficiency and continuous improvement; 

• Restricting total size of its capital programme based on priority needs to renewal works, 
affordability and deliverability; 

• Identifying, scoping and prioritising upgrade and expansion projects in the ten year 
capital programme in accordance with a prioritisation model and considering 
alternatives 

 
5.4 KEY RISKS, ISSUES AND MITIGATION STRATEGIES  

 
The Strategy has identified the following risks in relation to asset and services management 
which have been assessed in accordance with Council’s adopted Enterprise Risk 
management framework. 
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Material Risks and Opportunities 
 

 
 
 
  

Likelihood Consequence Risk / Opportunities
Likely Medium Failure to reflect whole of life costs of 

services in forecasting

Low Medium High Extreme

Likely Medium Improving project management processes
results in reduced costs and risks, enhanced
processes, and better prioritisation and 
benefits management

Low Medium High Extreme

Likely Medium Improved procurement practices result in
reducing costs

Low Medium High Extreme

Possible Medium Possible reduction in service delivery due to
cost shifting from other Governments

Low Medium High Extreme

Possible Medium Increased costs of attracting and keeping staff
in competitive markets where skill shortages 
exist

Low Medium High Extreme
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Less Significant Risks and Opportunities 
 

 
 
 
Risks can be described as things that may or may not arise depending on the success or 
otherwise of any actions that are put in place to mitigate, reduce or transfer the risk. 
  

Likelihood Consequence Risk / Opportunities

Possible Low Ineffective planning of increases to service
levels leads to increased costs

Low Medium High Extreme

Likely Low Improved leave management results in 
reduced costs

Low Medium High Extreme

Likely Low Improved control of consultants and 
temporary staff will result in reduced costs

Low Medium High Extreme

Possible Medium Future financial sustainability is potentially
impacted by failure to achieve operational 
ratios

Low Medium High Extreme
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In order to mitigate the above risks, the following projects and actions are proposed during the 
life of the Strategy: 
 
• Continued review of core business efficiencies and service level review projects – to 

undertake robust reviews of our services to determine the optimum level of efficiency 
and effectiveness; and 

• Project management review;  

 
The following material risk will be placed on ‘watch’ before mitigation projects are initiated: 

• Potential for government cost shifting; 

• Increased burden on expenditure from Canal estates; and 

• Direct and indirect impacts of the Carbon Price;  

 

5.5 KEY PERFORMANCE INFORMATION 

 

The current ratio is a good indicator of Councils liquidity and ability to meet short term 
obligations. 

If the current ratio is too high, then the company may not be efficiently using its current assets 
or its short-term financing facilities and may also indicate problems in working capital 
management.  Councils ratios ranges between 2 and 3 over the ten year model and while not 
really a concern will be monitored closely. 
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It can be seen in cash capacity ratio that when true free cash is plotted Council is just outside 
the target range in the first three years however, are within the target range from year four 
onwards.  
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6 INVESTMENTS MANAGEMENT 

6.1 BACKGROUND 

 
Traditionally, the main source of interest revenue resulting from the investment of cash 
balances has been through the Queensland Treasury Corporation (QTC) and the adopted 
investment strategy has been a conservative approach.  

The following chart provides an analysis of the projected interest revenue over the life of the 
Strategy and available cash balances that those returns are based on. 
 

 
 

 
In relation to the ten year financial model, closer management attention will continue in order 
to maximise returns and support the achievement of the financial sustainability targets, 
specifically management attention will be required in: 
 
• Cash flow forecasting – improvements in the budgeting and forecasting performance of 

managers will be a key for more accurate cash flow estimation; 

• Cash management – due to the requirement be able to effectively invest the maximum 
available cash; and 

• Institutional investment – due to the likelihood of increased returns by diversifying the 
institutions that are invested in and the terms of those investments where possible. 
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6.2 INVESTMENTS MANAGEMENT POLICY STATEMENT 

 
We have determined that a more active investments management strategy is to be adopted 
over the life of the Strategy in order to maximise the interest revenue generated from 
investing cash balances.  This will be made possible by obtaining a more mature 
understanding of our day to day cash requirements. 
 
 
6.3 INVESTMENTS MANAGEMENT POLICY GUIDELINES 

 
The Strategy has adopted the following strategies in relation to investments management:  

• Invest only in investments as authorised under current legislation; 

• Invest only with approved institutions; 

• Invest to protect capital value of investments; 

• Invest to facilitate working capital requirements; 

• Maintain documentary evidence of investments; and 

• No more than 30% of our investments will be held with one financial institution, or one 
fund manager for investments outside of the QTC, QIC cash funds or Bond Mutual 
Funds. 

 
 
6.4 KEY RISKS, ISSUES AND MITIGATION STRATEGIES  

 
The Strategy has identified the following risks in relation to asset and services management 
which have been assessed in accordance with Council’s adopted Enterprise Risk 
management framework. 
 
Material Risks and Opportunities 
 
None identified. 
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Less Significant Risks and Opportunities 
 

 
 
Risks can be described as things that may or may not arise depending on the success or 
otherwise of any actions that are put in place to mitigate, reduce or transfer the risk. 
 
In order to mitigate the above risks daily cash management will remain an area of focus. 
  

Likelihood Consequence Risk / Opportunities

Possible Severe Opportunities around strategic investments

Low Medium High Extreme

Likely Low Appropriately term-diversified investment
portfolio results in additional revenue

Low Medium High Extreme

Unlikely Low Interest rates significantly below benchmark
results in lower returns

Low Medium High Extreme
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6.5 KEY PERFORMANCE INFORMATION 

 

 
 
 
As illustrated in the above line graph there are periods in the ten year forecast where prima 
facie more cash is held than required.  Attention will remain on this area and actions 
recommended as and when an accurate understanding of working capital is agreed upon. 
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7 DEBT MANAGEMENT 

7.1 BACKGROUND 

 

Council’s debt is sourced through the QTC and is supported by an annual assessment and 
application to the Department of Local Government, Community Recovery and Resilience 
Queensland Government for the total debt that is required to support the capital programme 
each financial year, this is known as the ‘Borrowing Application’. 

Current planning by Council is to attribute long-term borrowings for the period of the Financial 
Strategy to the following areas: 
 

• Intergenerational projects; 

• Risk mitigation projects; and 

• Asset management projects. 

 

The following chart provides an analysis of the projected borrowings over the life of the 
Strategy. 
 

 
 
In relation to the ten year financial model, due to projected revenue reductions, debt 
management will be monitored to ensure affordability and support the achievement of the 
financial sustainability targets, specifically management attention will be required in: 
 
• Capital project prioritisation – due to the requirement to be able to identify capital 

projects that have the ability to be debt funded; and 

• Interest risk exposure – due to the requirement to minimise exposure to interest rate 
fluctuations. 
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7.2 DEBT MANAGEMENT POLICY STATEMENT 

 
We have determined that we will only borrow to finance future capital works based on 
intergenerational, risk management or accelerated infrastructure needs and not for recurrent 
or operational expenditure, and on terms appropriate to the reasonably expected life of the 
relevant capital assets. 
 
 

7.3 DEBT MANAGEMENT POLICY GUIDELINES 

 
The Strategy has adopted the following strategies in relation to debt management:  

 
• Actual borrowings are subject to the maintenance of approved financial ratios and 

targets; 

• Borrow only where the interest and debt principal repayments can be serviced; 

• Effectively manage its risks, and ensure risks undertaken are reasonable and 
necessary; 

• Effectively manage its exposure to unfavourable interest rate changes; and 

• Regularly engage QTC for independent advice on financial sustainability. 

 
 
7.4 KEY RISKS, ISSUES AND MITIGATION STRATEGIES 

 
The Strategy has identified the following risks in relation to asset and services management 
which have been assessed in accordance with Council’s adopted Enterprise Risk 
management framework. 
 
Material Risks and Opportunities 
 

 
 
  

Likelihood Consequence Risk / Opportunities
Likely Medium Improved processes around financing of

capital projects results in optimisation of
borrowings

Low Medium High Extreme
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Less Significant Risks and Opportunities 
 

 
 
Risks can be described as things that may or may not arise depending on the success or 
otherwise of any actions that are put in place to mitigate, reduce or transfer the risk. 
 
In order to mitigate the above risks the following actions are proposed: 
 
• An  annual Strategy review will signal capital planning and borrowing intentions and 

these will be modelled using the ten year financial plan to gauge affordability and 
suitability in accordance within acceptable parameters;   

• Additional research to identify the potential to capitalise interest expense; and 

• Undertake further restructure of debt pools where beneficial from a cost benefit 
perspective 

 
The following material risks will be placed on ‘watch’ before mitigation projects are initiated: 
 
• The optimal level of cash balances held. 
 

7.5 KEY PERFORMANCE INFORMATION 

 

 
 
  

Likelihood Consequence Risk / Opportunities
Unlikely Major Ability to repay borowing costs and early

repayment of debt

Low Medium High Extreme
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This ratio remains within target throughout the life of the Strategy, and provides scope in later 
years for increasing borrowings should the requirement arise.  
 
 

 

 
 
The Strategy indicates this ratio declines over the ten year period consistent with the declining 
interest coverage ratio. 
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This indicator remains at a fairly consistent level throughout the life of the Strategy and well 
within target range. 
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8 APPENDICES 

8.1 KEY PERFORMANCE INDICATORS (KPI’S) 

 

 
 
 



 

 

 
8.2 REDLAND CITY COUNCIL KPI’S 

 

  

Redland City Council Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Level of dependence on General Rate Revenue 
(Excludes Utility Revenues) - Threshold set < 37.5% 34.7% 34.5% 34.2% 33.0% 32.4% 31.9% 31.3% 30.7% 30.2% 29.7%
Ability to pay our bills - Current Ratio 
Target between 1.1 and 4.1 2.88 2.66 2.60 2.57 2.63 2.60 2.61 2.65 2.88 3.07
Ability to repay our debt - Debt Servicing Ratio (%)
Target less than or equal to 10% 3.54% 3.42% 3.49% 3.53% 3.69% 3.83% 3.76% 3.63% 3.07% 2.28%

Cash Balance - $ 000s 57,176   54,284   55,617    58,676     64,980     67,392     71,224     72,733     78,527     86,365    
Cash Balances - cash capacity in months

Target 3 to 4 months 3.98 3.65 3.58 3.50 3.67 3.62 3.63 3.51 3.60 3.75
Longer term financial stability - debt to asset ratio (%)
Target less than or equal to 10% 2.59% 2.60% 2.70% 2.87% 3.00% 2.82% 2.57% 2.17% 1.81% 1.53%
Operating Performance
Target greater than or equal to 20% 22.3% 22.2% 21.9% 21.2% 21.2% 21.2% 21.3% 21.2% 21.1% 21.0%

Operating Surplus/(Deficit) 518        1,441     2,367      4,024       6,605       9,529       12,784     15,808     18,999     22,017    

Operating Surplus Ratio
Target between 0% and 10% 0.23% 0.63% 0.99% 1.57% 2.45% 3.36% 4.27% 5.01% 5.72% 6.29%
Net Financial Liabilities Ratio
Less than or equal to 60% 19.20% 20.42% 20.46% 19.94% 18.20% 15.58% 12.16% 8.67% 4.47% 0.60%
Interest Coverage Ratio
Between 0% and 5% 0.32% 0.34% 0.00% -0.11% -0.14% -0.24% -0.38% -0.55% -0.72% -0.92%
Asset Sustainability Ratio (Infrastructure Assets Only)
Greater than 90% 49.83% 56.03% 45.22% 58.02% 62.22% 52.95% 69.13% 57.03% 46.88% 45.00%
Asset Consumption Ratio (Infrastructure Assets Only)
Between 40% and 80% 63.39% 61.59% 59.71% 58.03% 56.42% 54.64% 53.20% 51.60% 49.58% 49.58%
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8.3 LONG-TERM FINANCIAL FORECAST 
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8.4 TEN YEAR CAPITAL WORKS 

 
Add when complete 
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